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Accounting 


is Working 


for Business 














By combining the flexibility of punched cards with the ver- 
satility of electronic tubes, IBM Accounting has developed 
more speed ... greater ability to do the complete accounting 
job. Now it turns out regular work faster . . . prepares re- 
ports, records, and analyses never before available... quickly 
and economically. 

Experience has shown thousands of businessmen that IBM 
Punched Card Accounting is the best way to process account- 
ing data... to produce the day-to-day records that business re- 
quires. IBM’s combination of electronic accounting machines 
and punched cards brings the advantages of both to every 
industry, whether it be banking, brokerage, distribution, in- 
surance, meat packing, petroleum, railroad, or any other. 

One of IBM’s electronic machines is the Electronic Calcu- 
lating Punch, pictured above. The continuous practical ap- 
plication of electronics to quantity-produced IBM machines 
is resulting in reduced costs to business . . . better service 


and better products. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


590 Madison Avenue, New York 22, N. Y. 
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TRAINING 
YOU CAN 


WITH 


@ When you are asked to recommend an accounting course, the educational background 
of the International Accountants Society, Inc., will give you complete confidence. The 
five men composing our Executive Educational Committee are responsible for [AS 
educational policies and activities. The sixteen Certified Public Accountants composing 
the IAS Faculty prepare text material, give consultation service, or grade exami- 
nation papers. Some give full time, other part time, to [AS work. Our Advisory Board 
consists of forty outstanding Certified Public Accountants, business executives, attor- 
neys, and educators, who counsel with the IAS Management, on request, about tech- 
nical accounting, educational, and business matters. 

The uniformly high caliber of these men is eloquent testimony to the quality of 
IAS training. 





EXECUTIVE EDUCATIONAL COMMITTEE 


GEORGE P. ELLIS Practicing Certified Public Accountant; Member of Faculty, International Accountants Society, Inc.; Former Presi- 
CP.A dent, Illinois Chamber of Commerce; Former President, American Society of Certified Public Accountants; Former 
President, Executives Club of Chicago. 
THOMAS W. LELAND Head, Department of Business and Accounting, Texas A. and M. College; Past President, American Accounting 
B.A., M.A., C.P.A. Association; Former Educational Director, American Institute of Accountants; Past President, Texas Society of 
C.P.A.'s; Editor of © Contemporary Accounting.” 
DEXTER S$. KIMBALL Chairman, Board of Directors, International Accountants Society, Inc.; Dean Emeritus, College of Engineering, 
M.E., LL.D., D.Sc. Cornell University; Former President, American Society of Mechanical Engineers; author of ‘Cost Finding,” 
Industrial Economics,” and other textbooks. 
LEE GALLOWAY Vice-Chairman, Board of Directors, International Accountants Society, Inc.; Former Chairman, Board of Direc- 
B.Sc., Ph. D. tors, The Ronald Press Company; Former Director, Department of Management, New York University; author of 
Office Management’ and other textbooks 
STEPHEN GILMAN Educational Director, International pan Society, Inc.: author of “ Accounting Concepts of Profit,” “ Anal- 
B.Sc., C.P.A. yzing Financial Statements, “ Principles of Accounting, What the Figures Mean,’ and numerous technical 
articles on accounting and allied subjects, 


FACULTY 


Stanley E pretty; c. “4 i C. W. Emshoff, S.B., oe . Paul Moore, B.S., M.S., C.P.A. G. E. Taylor, C.P.A. 
Robert Dick, B.L., Stephen Gilman, B. Se., P.A. Frank H. Murray, C.P A 4. G. Terry, A.B., C.P.A. 
Roy E. Duvall, B. és “4 t P.A. C. E. Hoglund, 8.5S., M. 5 A., C.P.A. Kenneth E. Oakley, C.P.A H. G Westphain, C.P.A 
George P. Ellis, CP.A James W. Love, C. PA William A. Parrish, C.P.A Earl R. White, C.P.A. 











Additional information about this training will be sent to you in booklet form, on request 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Correspondence School Since 1903 
209 WEST JACKSON BOULEVARD 


CHICAGO 6, ILLINOTS 





qt CCH TOPICAL LAW REPORTS 


HANDLING CREDIT INSTRUMENTS ? 


Curbs on instalment credit under federal emergency controls are cur- 
rently adding to the burdens of those responsible for seeing that conditional 
sale contracts and chattel mortgages are properly drawn and executed, filed 
and recorded correctly. 


For, along with watching out for the varied and changing requirements 
of the host of local jurisdictions, now you've got to keep posted on these 
federal restrictions, as well. So today, counsel active in this area of law 
are turning in ever-greater numbers to CCH'’s CONDITIONAL SALE—CHATTEL 
MORTGAGE REPORTS for the complete, continuing, always-up-to-date picture 
of instalment paper legal requirements for all states, the District of Columbia, 
the Territories, and Canadian provinces, plus federal instalment credit con- 
trols. Everything is presented in one handy source, organized for quickly 
locating what you want, when you want it. 


CONCERNED WITH INTERSTATE SALES TAXES ? 


af tn er 
I sacesstare. 
In 23 out of the 48 states, the tax which brings the most money into AN ibe fe 
state coffers is the sales tax with its related use and gross receipts taxes. 
And with sales taxes assuming ever-increasing importance, retailers, manufac- 
turers, in fact, everyone selling goods interstate is turning to counsel to keep 
in touch with the continuous flow of new developments in this complicated 
branch of state tax law. 


So, if you are being consulted increasingly these days about interstate 
sales tax problems, you'll welcome the factual, down-to-earth coverage of ~ 
CCH'S INTERSTATE SALES TAX REPORTS. For your subscription brings you —— 
SSS 


= 





use taxes. = 


all basic statutes, all pertinent regulations, rulings, court decisions, interpreta- \ < SESEF= 
tions, reports, instructions, and the like—from all states imposing sales and IS = 
SSS 

—~ ——== — 


During 1950, interstate for-hire truckers carried 115 billion ton-miles of 
freight over the nation's highways. That's a lot of freight, and it all moved 
under the watchful eye of the Interstate Commerce Commission. 


Helping highway carriers—freight and passenger—and their counsel to 
operate efficiently within the framework of the laws and regulations governing 
interstate transportation, by keeping*them constantly posted on the unfolding 
changes and new developments in this field is the purpose of CCH’s widely- 
used FEDERAL CARRIERS REPORTS. 


Fully covering the activities of the ICC and the courts affecting motor 
carriers, water carriers, and freight forwarders (including emergency controls, 
here and to come, under the newly-established Defense Transport Administra- 
tion) the ‘‘Reports’’ provide practical aid and guidance for everyone con- 
cerned with problems affecting this fast-growing industry. 


Write for details on these and other fields of interest 


COMMERCE, CLEARING; HOUSE, ING.. 
PUBLISHERS OF TOPICAL LAW REPORTS 


CHICAGO 1, New Yor« 18 WASHINGTON 4 
214 N. MICHIGAN AVE. 522 FirtH Ave. 1329 E StrReer. N.W. 
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Save ON 
RULED FORMS 


e save printing costs 
e save storage space 


—and save by avoiding throw- 
away loss of obsolete forms. 
fe} 
f 
y HERE'S HOW 


1 Prepare a stencil 
usinga Mimeoscope”® 
illuminated drawing 
board and styli. 


2 Mimeograph ten 
or thousands of cop- 
ies af speeds up to 
180 per minute. 


No need to maintain a big inven- 
tory of forms since stencils can 
be filed for immediate re-runs. 
MODERN mimeographing gives 
you sharp black-on-white copies 
on almost every kind of paper 
and card stock—on both sides if 
wish—and A. B. Dick 
mimeograph products are for use 
with all makes of suitable stencil 
duplicating products. 


you 


For more information simply 
mail the coupon below. 


A. B. DICK COMPANY, Dept. C-451 
5700 W. Touhy Avenue, Chicago 31, Ill. 


Without obligation, send me free sam- 
ples of mimeographed ruled forms and 
full information. 

Name 

Position 

Organization 


Address 


City State 





CZECHOSLOVAKIAN “ECONOMIC” CALENDAR 


THE CONTROLLER: 

As a supplement to the article in a re- 
cent issue of THE CONTROLLER about the 
World Calendar (October, page 457), I 
felt you would be are in the Reu- 
ters’ dispatch from Czechoslovakia late in 
December. Apparently during 1951 the 
Czechoslovak government offices will use 
an “economic cal:ndar’ of 364 days as 
part of the country’s planned economy. 

Continuing from the Reuters’ dispatch 
we learn: 

The calendar will cover twelve “‘eco- 
nomic’ months, designated only by the 
numbzrs one to twelve 


Editors 


The year will be divided into four equal 
quarters of ninety-one days each. Each 
quarter will consist of two months of 
four seven-day weeks each and a third 
month of five weeks. There will be no De- 
cember 31. 

Official sources assert that the new cal- 
endar, already used in some branches of 
industry, will simplify accounts, wages, 
biils and computation of industrial targets 
in Czechoslovakia’s five year plan. 

The traditional Gregorian calendar of 
365 days with the usual calendar months 
will continue in every day life. 


a 








ANNUAL REPORT ... ANNUAL HEADACHE? 
Turn the Entire Job Over To Pandick 


Pandick clients find us capable of working out every step in the 


preparation of an annual report—whether it’s to be an elaborate or a 


modest booklet. 


Our professionally-trained layout and design department will be glad 


to create a “dummy” for your consideration. We take over all the 


production details. And we can expand on your rough copy, if you wish, 


We consider this service just part of 


doing a thorough job. May we help you? 


Pan dick ‘Press, tre. 


Established 1923 


22 THAMES ST., NEW YORK 6 


REctor 2-3447 


71 CLINTON ST., NEWARK, N.J. 


MArket 3-4994 





A QUARTER CENTURY 


OF SERVICE 





ERRATUM 
Editors, THE CONTROLLER: 

Upon reading my article “Getting Ser 
Organizationally for War Contracts,” pp 
62-66, February issue, 1 find that I ap- 
parently mislead you in regard to my per- 
sonal background, since I note that you 
had me down as a Lieutenant-Colonel for 
four years. 1 would appreciate some sort 
of comment in the next issue to the effect 
that the background should have read 
‘Second-Lieutenant to Lieutenant-Colonel, 
1941-1945”. 

I find that the article has aroused a 
great deal of interest, even to the extent 
that some of the government representa- 
tives visiting our plant have requested 
copies. If you at spare ten additional 
copies—or such number as you might have 
available—I would appreciate receiving 
them. 

EDWARD J. Gesick, Treasurer 
Mills Industries, Inc. 
Chicago, Illinois 


“OSCAR” REPORT 
Editors, THE CONTROLLER: 

We were very interested to read in your 
December 1950 number that the General 
Motors Corporation had won this year's 
“Oscar” for having the best annual report 
of industry. We should appreciate it if 
you could obtain a copy of this report for 
us or if not, let us have the address of this 
corporation so that we can write to them 
direct. 

S.A.1.C. FABRICA ARGENTINA De AL- 

PARGATAS 
Buenos Aires, Argentina 


The request has been relayed to Genera 
Motors 


The Editor 





Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page. 

The Editors 





PROFESSIONAL RECOGNITION 
FOR THE COMPANY ACCOUNTANT 
Editors, THE CONTROLLER: 

Has it ever occurred to the well-trained, 
well-educated and experienced non-pub- 
lic accountant that he has no title, no 
official designation, no degree to distin- 
guish him from the run-of-the-mill book- 
keepers or pseudo-accountants ? 

Words such as lawyer, actuary, medi- 
cal doctor, physicist, cryptographer, den- 
tist, pharmacist and chemical engineer all 
carry a definite shade of meaning and 
public understanding. The person who 
works under any of these appellations 
is known to be a person who has been 





A TYPICAL REMINGTON RAND PUNCHED-CARD INSTALLATION 





We produce our financial statements 


—with great savings in time and costs! 


-.. and the system’s flexibility allows production of production of other fully detailed, valuable management 
operating statements too—all in only 6 working days! reports. The Lightolier story is an impressive one. You can 


p : ; : , get full details on it by sending today for the booklet below 
Automatic preparation of the General Ledger! That’s just = , : 
what Lightolier Inc., Jersey City, N. J. is doing today. They FREE—a special management report 
“Faster Financial Statements.” All 
: : . about Lightolier’s system of mecha 
plus startling operating economies—and they slash prepara- nized accounting. Phone Remington 
Rand locally or write Management 
Controls Reference Library, Room 
allows Lightolier accounting executives to spend 809% of their 1018, 315 Fourth Ave., New York 10 


obtain all the top-flight accuracy of mechanized accounting 
tion time from twenty to only 6 days! The time saved alone 


time on ledger analysis—only 20° on its preparation! ae 
Lightolier has used Remington Rand punched-card account- 
ing for many years—constantly expanding the scope of its 
operation from sales to payables, inventories, and payroll—a!! 
with top-notch results. But now—and this is the amazing part 
of the general accounting application—summary cards pro- 
duced as a by-product of the initial applications are used to 
prepare the General Ledger and statements—automatically! 
The amazing flexibility of the system pays Lightolier heavy 
dividends in other ways, too. For instance, the cards used 
in creation of the General Ledger are later re-used in the 


Remington Rand Inc 








licensed as an expert or has had special 
education and training for his avowed 
profession. But what of the word ‘‘ac- 
countant” in the eyes of the public, the 
business man, the court and of the Civil 
Service Commission ? Generally he is con- 
sidered as a clerk and not a member of a 
great profession. The loose use made of 
the word “accountant,” now generally 
considered to include almost any type of 
dollars-and-cents figure work, would 
justify an effort to distinguish real profes- 
sional accountants from routine clerks. 


In public accounting the C.P.A. certifi- 
cate 368 been conferred for approxi- 
mately sixty years, and definitely distin- 
guishes the holder from other public ac- 
countants who have teen unwilling to 
pay the price to secure it. But while the 
C.P.A. certificate is becoming more and 
more a license to practice public account- 
ing, in many minds it is the only means 
for determining whether a person is in 
fact a “professional accountant.” In 
Texas, for example, some 40 per cent of 
the certified public accountants are not 


“TIME, GENTLEMEN, TIME!” 


The classic closing call of British pub- 
lic houses remains “Time, gentlemen, 
time!” 

Today the words have acquired a special 
significance for THE CONTROLLER'S edi- 
tors, for events and time fight such a fluid 
battle that today knows not tomorrow, and 
yesterday's advance ideas may be obsolete 
at breakfast time next morning. 

Like every other worthwhile publica- 
tion, THE CONTROLLER tries to be con- 
temporary and, as far as possible, some- 
what ahead of current developments. 

In movies, plays and stories (where 
time is as elastic as “crazy putty”), great 
ideas have their genesis in the white heat 
of inspiration. "Look, Chief, this is 
it!” For example: 

Gestation: 5 p.m.—National headlines: 

a.m.—Completion of plan (interna- 
tional): 12 m. Elapsed time: 19 hours. 

x x * 

Reality is more prosaic—and much, 
much slower. A plan is created, tested for 
a period, and a report is made. A trend is 
observed and charted, with variables noted. 

A manuscript is made ready for THE 
CONTROLLER'S presses. Suddenly, a new 
government ukase or a world develop- 
ment invalidates—or modifies—certain as- 
pects of the situation. Presses wait while 
corrections are made. Finally, the article 
appears . . . unquestionably timely, but 
only apace with time when we had hoped 
to be ahead. 

Lewis Carroll spoke perhaps better than 
he knew when his Red Queen told Alice: 
“A slow sort of country. Now ere, you 
see, it takes all the running you can do to 
keep in the same place.” 

None the less, THE CONTROLLER does 
take pride in the fact that it has, despite 


THE CONTROLLER 


rather chaotic conditions, ‘jumped the 
gun’’ several times in the last few months 
on topics of major importance. 


ae, 


> 


& > 
7eonor- o 

For example, Dr. Hirsch’s article in our 
August 1950 issue on the limitations of a 
war economy. This represented profound 
thinking. Yet it was so simply expressed 
that its great importance may have escaped 
you. Re-read it in the light of today’s 
conditions. 

Before manpower shortages became 
acute: before wages were frozen: THE 
CONTROLLER published a series on man- 
power utilization. THE CONTROLLER was 
among the first—if not the first—to pub- 
lish a complete detailed account of con- 
version to wartime operations. 

x * + 

We mention these, not so much to pat 
ourselves upon the back, as to remind you 
that THE CONTROLLER serves you in two 
ways—the immediate problem and the 
long-range viewpoint. Regardless of new 


conceptions of time and space which seem 


imminent, we will continue along these 
lines. 

We hope thus to help you overcome that 
enemy which has defeated emperors, dic- 
tators and thousands of ordinary mortals 

“Time, gentlemen, time.” 
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in public practice at all, thus indicating 
that the internal accountant considers 
that the C.P.A. certificate supplies him 
with the mark of distinction. The best 
college student frequently refuses to go 
into industrial accounting, since it will not 
provide him with the essential experience 
to sit for the C.P.A. examination. To him 
the C.P.A. certificate is the sine gua non 
for future success in accounting, be it pub- 
lic or private. 

In none of the higher professions does 
the cleavage exist that occurs in account- 
ing. The lawyer, the doctor and the pro- 
fessional engineer have the same license 
to practice their respective professions 
whether to the public, within a particular 
company or in government service. 

Does it not appear only reasonable and 
fair that accounting should do likewise? 
The young man who has pursued a four 
to six year college program with account- 
ing as his major interest, who has com- 
pleted an adequate internship under 
trained accountants and who can pass the 
same or even more difficult examinations 
should be allowed a certificate of accom- 
plishment comparable to that of the 
C.P.A. Perhaps the present C.P.A. certifi- 
cate should be changed to read “Certified 
Professional Accountant” with provision 
for one class of professional accountants 
and one class only, subject, of course, to 
requirements of education, experience and 
the ability to stand comprehensive exam- 
inations somewhat broader than the pres- 
ent C.P.A. examination. 

Failing in such an undertaking, and 
indeed there is some question whether 
the entrenched certified public accountant 
will ever agree to such a change, then the 
industrial and business accountants may 
well consider the advisability of setting 
up a certificate or degree of Professional 
Accountant, or providing for member- 
ship in a restrictive professional account- 
ing association. One suggestion would 
be to confer the letters ACIA (Associate 
Controllers Institute of America) to those 
people who have two years of experience 
in industrial accounting and who have 
passed the necessary examination. The 
letters FCIA might well be used by thosc 
who had been an associate for as much as 
ten years and who were still in industrial 
accounting. By such action there would 
be provided the means for securing pres- 
tige for those equally able but who are 
denied the privilege of sporting a C.P.A. 
certificate simply because of lack of ac- 
counting experience in public practice. 

C. AUBREY SMITH 
Professor of Accounting 
The University of Texas 
Austin, Texas 

Readers are referred to the article in our 
January 1951 issue by Leo A. Schmidt, a 
Professor of Accounting, University of 
Michigan, "Building Tomorrow's Account- 
ing Manpower.” —The Editors 





H Model “E” has 4 
H\ Mechanical Brain! 


the new UNDERWOOD SUNDSTRAND Model “E” 


All-purpose... Low-cost Accounting Machine 


IT’S COMPLETELY NEW! Saves Time, 
Money, Effort—Helps Solve Your Manpower- 
Shortage Problems 

How new can you get in all-purpose accounting machines? 


Just as new—and no newer—than the low-cost Underwood 
Sundstrand Model E that’s registering so big... with businesses 
of all sizes. 


The Model E is so fast, so flexible, so easily operated, it can 
solve a troublesome manpower-shortage problem for you. 


It has more application advantages than ever before possible 
with similar equipment—may be used to post a variety of 
records and for miscellaneous adding-figuring work. 


This all-purpose, low-cost accounting machine has the famous 
Sundstrand 10-key keyboard . . . can be operated by the touch 
system. 


A Mechanical Brain—the control plate that directs automatic 
operations—minimizes errors, saves time, money, effort. 


Before you buy amy accounting machine, see the all-new 
Underwood Sundstrand Model E. Ask your Underwood 
Accounting Machine representative to arrange for a demon- 
stration ... without obligation 


*Price starts at $1483 plus taxes. 
Subject to change without notice. 


Underwood Corporation 


Adding Machines 
Ribbons 
New York 16, N. Y. 


Underwood Limited, Toronto 1, Canada 


Accounting Machines Typewriters 
Carbon Paper 


One Park Avenue 


Sales and Service Everywhere 





We've Forgotten What Tyranny Was Like 

Down in New York harbor is a bit of symbolism im- 
portant for the future of America, but probably unknown to 
more than a handful of the many thousands who visit the 
Statue of Liberty every month. 

The sculptor pictured Liberty as having broken the 
shackles of tyranny before holding aloft her torch to en- 
lighten the world. These broken shackles lie at her feet but 
they are on top of the pedestal in such a position that they 
are invisible both to passing ships and to tourists who climb 
the Statue. They can be photographed only from an air- 
plane or from the torch in her right hand—a point of van- 
tage not open to the public. 

Perhaps this is symbolic of life in this country. We have 
so long enjoyed freedom of initiative, freedom in terms of 
civil liberties, freedom of religion, that we have lost sight 
of the shackles of tyranny that had to be broken to attain 
these liberties. 

Presumably if we could get a glimpse of the broken 
shackles now and then we would fight harder to keep these 


values 
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Want Your Son To Be a Politician? 

When this country was new its best men were willing to 
serve their fellow citizens in politics. The best of brains 
and culture in the country fortunately participated in the 
construction and operation of our government machinery 

A few families carry on that tradition of service through- 
out the generations. A few top-grade men are always willing 
to brave the showers of mud and rotten eggs that go with a 
political career, but the basic tradition appears to have weak- 
ened. Perhaps the readers of this page can do something to 
rebuild that honor and prestige of public service in the 
minds of their friends and sons and daughters. Certainly 
any boy or girl, brought up in the family of a corporate ex- 
ecutive with responsibilities similar to those of a controller 
has a better than average preparation. He can comprehend 
the real meaning of the American business structure and its 
relation to the political structure. 

We must face the necessity of safeguarding our future 
by the continuous flow of people with brains and integrity 
to do the political jobs well. A lot of young people with 
good potential for the responsibilities will be graduating 
from college in about two months. 


The Arithmetic of Socialism 

A high school teacher tells how he presents the socialist- 
communist idea of “taking from each according to his 
ability” and “giving to each according to his need.” Says 
he: “When a bright pupil makes a grade of 95% on 
a test, I suggest that I take away 20 points and give them to 
a student who made a score of only 55. This would give 
each of them a passing mark of 75. Then I speculate with 
the pupils as to the probable results if I used the socialistic 
theory for grading all papers.” 

When presenting this theory in the printed or spoken 
word to company employes, a similar example might be use- 
ful. If the employe earning $2.50 per hour would only be 
willing to give 75¢ per hour to fatten the wages of a man 
at a $1.00 rate, wouldn't they both have a comfortable liv- 
ing wage? That's what the communists allege. 

But for how long would the $2.50 man be willing to 
bother with doing any more trying or difficult job than the 
$1.00 man? 


Accounting for Government Contracts 

The recently published Controllership Foundation study, 
entitled ‘Defense Mobilization—What Management Is Do- 
ing,” (see page 163 of this issue) seems to indicate that 
much more has been done in the direction of obtaining gov- 
ernment contracts than in preparing fora proper accounting 
background. The procedure to be established must presum- 
ably be such as to provide complete and accurate data to 
answer the questions which will almost certainly come up 
in connection with renegotiation, contract termination, or 
accelerated depreciation. 

If the controller has not been pulled into the picture 
right from the start in the company’s efforts to obtain de- 
fense business, it is high time he was given a look at the 
problem. It is one that is not usually well solved by hind- 


sight. —-WALTER MITCHELL, JR. 
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Exciusiv E features enable the 


Friden to perform more steps in figure-work America n Busi ness 


without operator decisions than any other 





calculating macbine ever developed. PETTITT ay 
To business firms and industrial plants ; 
—large or small, and no matter how spe- The Friden Automatic Calculator “thinks” 
cialized—Friden brings amazing short cuts . 
in payroll calculations, invoicing, percent- ‘ 
pa discounts. It speeds the Seuthan of its way through figure problems 
taxes, interest, inventory, engineering . . . 
statistical work of every kind. You have 
to see it to believe it! 
You and the Friden Man will discover 
important applications of Friden “figure 
thinking” in terms of your own business. 


—to proved answers—with uncanny speed 


c Figure. OY & Fridom — phone or write the Friden Man near you. Friden FA 
sales, instructionaand service available throughout the U.S. and the world. 
© Friden Calculating Machine Co., Ine. FRIDEN CALCULATING MACHINE CO., Inc., San Leandro, California tes 





“Alas, poor Yorick...” 


Worked himself to the bone. Poor chap just never realized how 

much time and worry he might have saved by turning over 

his figure problems to Monroe. Fast, figure-hungry Monroes -with their 
full “Velvet Touch” keyboard, matchless ease of operation and 
effortless, nerve-saving action. Alas, poor Yorick, not to 

know that whatever the figuring need. Monroe makes the model 

to meet it. Quickly. Efficiently. Economically. 


See your Monroe man today and forget figure fatigue. 


Monroe solves your figuring 
and accounting problems...a 
model to meet every need! 


Monroe CALCULATING Machine 


NEW MODEL CSA! The very latest type 
fully automatic hos just the features re- 
quired for the economical handling of 
all your general business figure work 


Monroe ADDING Machine 


RHYTHM-ADD! Operators rave about the 
effortless speed of Rhythm-add, give 
credit to Monroe design, “Velvet Touch"* 
keyboard, and glareless cushion-top keys. 


Monroe ACCOUNTING Machine 


VERSATILE! A multi-purpose bookkeeper 
that handles several kinds of jobs. Like 
all Monroes, its “Velvet Touch'’* is one 
reason operators who know prefer Monroe. 


*"VELVET TOUCH” originated in 1935 to de- 
scribe Monroe's matchless ease of operation. 


Every Monroe is sold only through 
Monroe-owned branches; serviced by 
Monroe's factory-trained organization. 


M O N RO E MACHINES FOR BUSINESS 


Monroe Calculating Machine Company, Inc., General Offices, Orange, N. J. 





Stock Purchase Programs 


J. 0. Kamm 


\s RECENT YEARS many American com- 
panies have purchased for retirement 
their own outstanding shares of common 
stock. The investing public has heard 
about the stock purchase programs of 
Colt's Manufacturing Company, Pullman 
Incorporated, Texas Gulf Sulphur Com- 
pany and Thor Corp. But in addition to 
these programs are many others quietly 
pursued by a large number of companies. 
The purpose of this study is to analyze 
the reasons for companies adopting stock 
purchase programs, the methods followed 
in carrying out the purchases, and the 
results which occur. 

Companies such as American Ship 
Building and Franklin Stores (in addition 
to those named above) on the New York 
Stock Exchange; Air Associates, Ameri- 
can Book, American Writing Paper, Es- 
quire, Gilchrist, and Selby Shoe on the 
New York Curb; Potter and River Raisin 
on the Midwest; and Grand Industries, 
Great Lakes Engineering, Gruen Watch, 
Industrial Brownhoist, Locomotive Fire- 
box, Macmillan Petroleum, and Thomas 
Young Orchids on the unlisted market: a// 
have reduced the number of their out- 
standing shares of stock through company 
purchase. This list is only a very small 
sample of companies which in recent years 
have purchased their own stock but it in- 
cludes large and small and listed and un- 
listed companies. 


DESIRABLE BACKGROUND 
CONDITIONS 


Ordinarily, in order to be warranted in 
purchasing its common shares either to 
hold them in the company treasury or to 
retire them, a company should have excess 
working capital over and above its operat- 
ing needs and its plant and facilities should 
be in good operating condition. There are 
exceptions. For example, Thor Corp. in 
1948 repurchased 88,723 shares of its 
common stock with funds obtained from 
working capital and from the sale of 
$850,000 of 334 per cent ten year de- 
bentures. At the time, however, Thor 
Corp. had an exceptionally large inventory 
which when subsequently reduced _pro- 
vided it with substantial cash funds. If 
these funds had been available earlier the 
issuance of the debentures would have 
been rendered unnecessary. 


Most corporate managements attempt 
to reduce debt or borrowed capital rather 
than increase it so that in the event of re- 
duced business activity the company will 
not be burdened with fixed interest pay- 
ments and bond redemptions. In the 
typical case where a company buys in its 
own common shares it has cash and work- 
ing capital in excess of current and aver- 
age needs. 

An example of a situation, which has 
typified many other companies prior to 
the initiation of their stock purchase pro- 
gram, is that of Pullman Incorporated. 
This company received from the sale of 
its Pullman Company subsidiary $65,- 
821,500. In 1947 alone almost $33 mil- 
lion were used by the company to pur- 
chase through tenders or on the open 
market 571,466 shares of common stock. 


METHODS USFN TO 
PURCHASE STOCK 


There are two principal methods used 
to purchase stock: (1) one is by tender; 
and (2) the other is by open market pur- 
chase. Under the tender arrangement, the 
company asks its existing shareholders to 
submit their shares of stock to the com- 
pany at whatever prices they are willing 
to sell. Usually a maximum price is 
stated in the tender offer. 

The Colt’s Manufacturing Co. stock 
purchase program, approved by  stock- 
holders on March 29, 1950, provided for 
directors to accept first the tenders of 
stock at lowest prices but in no case was a 


tender to be accepted where the price 
per share was over $53. Under this pro- 
gram the company purchased 127,000 
shares of stock at an average price of 
$52.26 per share. 

Open market purchase of shares is used 
when a company does not desire to retire 
large amounts of stock at any one time. 
Stock is purchased whenever the price 
reaches levels considered attractive by the 
company. The American Ship Building 
Co. follows this procedure. For example, 
it purchased 2,980 shares of stock in 
1949; 3,520 shares in 1948. 

In addition to these methods of stock 
purchasing, one other is sometimes used. 
Some companies purchase stock through 
negotiation. Large holders may wish to sell 
their shares to the company rather than on 
the open market. They save selling com- 
missions and often obtain a more satis- 
factory price especially where the market 
is unable to absorb many shares at exist- 
ing price levels. Where large blocks are 
reasonably priced, corporate manage- 
ments are often interested in their pur- 
chase even though no policy of reducing 
shares through tender or open market 
purchases is followed. 


REASONS FOR REDUCTION PROGRAMS 


Companies purchase stock for various 
reasons. Those in control of a company 
may purchase stock owned by opposition 
groups or by large dissident shareholders. 
This removes for incumbent managements 


JACOB O. KAMM, director of the School of Commerce at 
Baldwin-Wallace College, Berea, Ohio, received his A.B. 
from Baldwin-Wallace; his M.A. from Brown University; 
and his Ph.D. from Ohio State. He returned to Baldwin- 
Wallace to organize the School of Commerce which has 
since grown into the largest division of the college. Dr. 
Kamm is active as an economic and financial consult- 
ant and is author of several books and numerous articles 
in leading financial journals and newspapers. His latest 
book, “Economics of Investment,” was published in March. 
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the threat of ouster. Or companies may 
purchase large not readily marketable 
blocks of stock when available to reduce 
the selling disadvantage often faced by 
large holders. 

By far the most important reason for 
reducing the number of shares of a com- 
pany’s stock outstanding in the hands of 
shareholders is to maintain or increase per 
share profits and to augment book values. 
A company’s management may find that it 
can do more to improve the stockholders 
position by reducing outstanding shares 
than by making any other investments. 

When a company’s management invests 
funds in new equipment designed to pro- 
duce an item based upon a chemical proc- 
ess, for example, it cannot be certain of 
the wisdom of the investment until the 
goods is actually being made and sold. 
However, when management carries out a 
program of reducing outstanding shares 
of stock of the company, variation in book 
value and in earnings on the remaining 
shares can be estimated in advance with 
a high degree of accuracy. Stock purchase 
programs have a certainty present which 
is found in very few types of corporate 
investment. 

Modern corporate managements often 
own only a very small proportion of the 
shares of the companies which they over- 
see.1 Their interests are not always the 
same as those of shareholders. Corporate 
officers are sometimes interested in main- 
taining large cash reserves in excess of 
reasonable working capital needs merely 
to make more probable the continuance 


of their own salaries in the event of lower 
sales and earnings in future periods. A 
century ago most companies were actively 
managed by principal owners and no con- 
flict in interest developed between share- 
holders and officers. But today the inter- 
ests of shareholders and managements 
often diverge—the opposition of manage- 
ments to stock purchase programs is often 
not justified from the shareholders’ view. 

Managements of some companies fear 
stock reduction programs because they 
fear such programs are liquidating meas- 
ures. If all outstanding shares were pur- 
chased, the company would, of course, be 
liquidated. But companies engaged in 
mining, oil producing, or any type of re- 
source depletion are almost necessarily at 
some future time faced with liquidation— 
such companies can use to good advan- 
tage a stock reduction program. Other 
companies facing a declining demand for 
their products, for example, locomotive 
builders, leather sole manufacturers, and 
ship builders can often maintain per 
share earnings by retiring part of their 
outstanding shares of stock. 


EFFECTS OF STOCK 
PURCHASE PROGRAM 

All sorts of arguments as to why a 
company should or should not purchase its 
own shares are raised at the time a stock 
purchase program is under consideration. 
Actually where a company has working 
capital over and above its ordinary needs, 
reduction in outstanding shares may bene- 


The Importance of Paying Dividends 

Declares Benjamin Graham, President of Graham-New- 
man Corporation: ‘The portion of corporate earnings paid 
out in dividends has four times the weight of the portion not 


paid out 


. the matter of dividend policy is the most im- 


portant area for independent thought and action by share- 


holders.” 


The Wall Street representative, at a recent meeting of the 
Federation of Women Shareholders in American Business, 
then cited AT&T and General Motors as recognizing this 
plan and following it but, Mr. Graham said, many other 
companies, large and small, have not done so, and the invest- 
ing public, in his opinion, can correct this by insisting on fair 


and equitable treatment. 


It brings to mind once again the thoughtful and provoca- 
tive article, ‘To Pay or Not to Pay Dividends’’ (published 
in our January 1950 issue), by W. F. Stanley, vice president, 
secretary and comptroller of Southwestern Public Service 
Company, Dallas. If you missed it the first time, we suggest 
you check back or send 25c toTHE CONTROLLER fora reprint. 
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fit materially both those who sell the stock 
and those who retain the stock. Those 
selling are able to get a better price than 
they otherwise would obtain if the com- 
pany had not entered the market on the 
buying side. Those holding find the per 
share earning power and asset value of 
each of their shares increasing. Where 
the shares are purchased by the company 
at prices materially below book value, 
substantial per share asset value increases 
will occur. 

The net result of many stock purchase 
programs is: the sellers obtain more for 
their stock than they otherwise would; 
the remaining shareholders find the earn- 
ing power and the book value of their 
shares materially enhanced; and the mar- 
ket value and dividends in following years 
are strengthened. Stockholders of Colt’s 
Manufacturing Company, who held their 
shares while the company bought in 127,- 
000 shares in April 1950, found the mar- 
ket value of their shares rose from $40 to 
$60 per share for these reasons. 

A company’s shares selling at material 
discounts from book value, and especially 
at discounts from net current asset value, 
present attractive situations to outsiders 
who purchase control of such companies 
and then liquidate their assets at a sub- 
stantial profit to themselves.* 

Managements sometimes oppose stock 
reduction programs on the basis that they 
are liquidating measures only to find the 
company and their jobs agen before 
their very eyes by outsiders much less 
friendly to them than existing directors.* 
Reducing its shares of stock by active pur- 
chases serves to maintain or improve 
market prices of the shares and often 
effectively eliminates the desire by others 
to purchase control of the company. 


ACCOUNTING ADJUSTMENTS 


Not all states permit a corporation to 
purchase its own shares of stock. Where 
stock is purchased and then held in a 
company’s treasury, the following entries 
are made (assuming the purchase of one 
share of stock of a par or stated value of 
$100 at a price of $90): 

Treasury stock 

Cash 
Capital Surplus 


$100 
$90 
$10 


To set-up treasury stock on the books of 
the company and to set-up capital surplus 
arising from the purchase at less than par 
value (difference between par or stated 
value of $100 and purchase price of $90). 

(Continued on page 176) 


*Cf., Gordon, R. A., Business Leadership in 
the Large Corporation, Washington, The 
Brookings Institution, 1945, p. 24. 

* See, for example, “Graham-Newman and 
Northern Pacific,” Investor's Reader, June 21, 
1950, pp. 22-24. 

*See “Fireworks & Firearms,” 
Reader, Feb. 16, 1949, p. 14. 
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Adam Smith’s Free Trade 


Grederic M. Hadley 


NE OF THE STRANGEST PARADOXES 
O of modern culture is the relative dis- 
repute into which theories of economics 
and of political economy have fallen. De- 
spite the fact that the economic status of 
individuals, communities, states and na- 
tions provides the greatest single impetus 
for human action that is known, there is 
no recognized applied science and nearly 
all people dismiss the subject with a con- 
viction that in this field, at least, man- 
kind has achieved a perfect and complete 
and just distribution of a commodity 
which, in this instance, is ignorance. 

No authorities are recognized. Curi- 
ously enough, we accept and respect the 
science of the chemist, the logic of the 
lawyer, the knowledge of the scholar, the 
advice of the doctor, the religion of the 
minister, but most of us regard theories 
of economics with skepticism and very 
few of us could, on short notice, produce 
a basic principle. 

Newton's ‘To every action, there is al- 
ways an equal and contrary reaction’ is 
final, definitive, and undisputed, There 
are no ‘laws’ of economics with respect 
to which there is such unanimous agree- 
ment. There are even countless defini- 
tions of the term itself, most of them 
having to do with money or trade or pro- 
duction and none of them as meaningful, 
as clear and as uncomplex as that to be 
found in the derivation of the word 
“economy.” 

The Greek is o/kos—house ; and nemien 
—to manage. The Latin is oeconomia— 
household management. 

The first meaning listed is “the manage- 
ment of affairs.” An economist is “a 
manager of affairs’ first and ‘‘one con- 
versant with economics” secondly. ‘‘Eco- 
nomics” is “the science that investigates 
the conditions and laws affecting the pro- 
duction, distribution and consumption of 
the material means of satisfying human 
desires.” Without this knowledge our 
economy, or household-management, and 
by household is meant just that and/or 
a community, a, state or a nation, will 
prove inadequate. It is this inadequacy 
that plagues the world today. 


VS 


Karl Marx’s Communism 


Readily admitting that I have received 
my fair share of the available ignorance of 
the subject, it seemed wise to examine 
the classical source-materials upon which 
are built the two major methods or systems 
of management of the affairs of men. 
These are: 

1. That system now known as free, pri- 
vate enterprise and called the Capitalist 
System by the second and, 

2. The system of socialism and called 
the Communist System by the first. 


FREE ENTERPRISE GOSPEL 

The gospel of free enterprise is the 
“Wealth of Nations” written by Adam 
Smith, an Englishman, and published in 
1776. This document after more than 150 
years remains the most valid statement of 
fundamental motives which actuate men, 
consciously or unconsciously, in the man- 
agement of their affairs. This may be said 
of men everywhere in the world, irrespec- 
tive of what method of management their 
leaders may hope to impose. 

According to Smith, the basic funda- 
mental historical fact which makes an 
economy necessary is the division of 
labor. The first effect of the division of 
labor was an enormous increase in pro- 
ductivity. This increase in productivity 
cannot be better illustrated than by Smith’s 
own example. (Parenthetically, it should 


£ 


be noted that these examples of princi- 
ples, literally hundreds of them, form 
the most charming feature of the “Wealth 
of Nations.”’) 


“I have seen a small manufactory of 
this kind where ten men only were em- 
ployed, and where some of them conse- 
quently performed two or three distinct 
operations. But though they were very 
poor, and therefore but indifferently ac- 
commodated with the necessary machinery, 
they could, when they exerted themselves, 
make among them about twelve pounds 
of pins in a day. There are in a pound 
upwards of four thousand pins of a 
middling size. Those ten persons, there- 
fore, could make among them upwards of 
forty-eight thousand pins in a day. Each 
person, therefore, making a tenth part 
of forty-eight thousand pins, might be 
considered as making four thousand eight 
hundred pins in a day. But if they had 
all wrought separately and independently, 
and without any of them having been 
educated to this peculiar business, they 
certainly could not each of them have 
made twenty, perhaps not one pin in a 
day; that is, certainly, not the two hun- 
dred and fortieth, perhaps not the four 
thousand eight hundreth part of what 
they are at present capable mag Sige 
in consequence of a proper division and 
combination of their different operations.” 


FREDERIC M. HADLEY has been associated with Eli Lilly 
and Company, Indianapolis, since the summer of 1928, fol- 
lowing his graduation from Amherst. All but six months of 
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activities of the firm, and in April 1948, Mr. Hadley was 
named treasurer of the company. He serves as a director 
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THE NEED FOR EXCHANGE 

The second effect of the division of 
labor was the creation of a need for trade 
or exchange. Primitive man provided all 
of his own needs. He foraged for his 
food and clothing, built his own shelter, 
and defended himself against his enemies. 
Theoretically, he needed none of his 
neighbor's produce. Of the origin of the 
division of labor, Smith says: 


“This division of labour, from which 
so many advantages are derived, is not 
originally the effect of any human wis- 
dom, which foresees and intends that 
general opulence to which it gives occa- 
sion. It is the necessary, though very 
slow and gradual, consequence of a cer- 
tain propensity in human nature which 
has in view no such extensive utility; the 
propensity to truck, barter, and exchange 
one thing for another.” 


However, there seems to be a different 

and more plausible inference to be gained 
from his statement: 
“It is not from the benevolence of the 
butcher, the brewer, or the baker, that we 
expect our dinner, but from their regard 
to their own /nterest.” 


I should imagine that some primitive 
man made more arrows of excellent quality 
than any of his neighbors. His neighbors 
coveted those arrows and the only method 
of obtaining them then known was the 
use of force, not a very satisfactory solu- 
tion in the case of arrows. However, one 
man made superior moccasins and the ar- 
row-maker offered to trade—what would 
you say? Here is a basic issue in an econ- 
omy and one that we will see more of. 
How much? Well, let’s say three arrows 
for a pair of moccasins. I am inclined to 
believe that it was not man’s "propensity 
to truck, barter and exchange one thing 
for another’ but rather his natural covet- 
ousness Or acquisitiveness that led to trade 
and exchange which in turn was made 
possible by the division of labor. One of 
Smith's own fundamental concepts was 
that “man’s self-interest is God's provi- 
dence,” a concept basic in his theory of 
free trade 

It was but a step to the development of 
money 
led in turn to the problems of exchange- 
able value and of the component parts of 
real price and of market price. At this 
point Smith warns, ‘I am always willing 
to run some hazard of being tedious in 
order to be sure that I am perspicuous; 
and after taking the utmost pains that I 
can to be perspicuous, some obscurity 
may still appear to remain upon a subject 
in its own nature extremely abstracted.’ 
I hope I may avoid that hazard 


as an instrument of trade, which 
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WHAT IS PRICE? 

Price is a measure of value or of worth 
or of wealth which in our econemy comes 
from just three sources and these sources 
are stated by Smith to be: 

1. Rent of the Land 
2. Wages of Labor 
3. Profits of Stock 


Originally, and prior to the ownership 
of land, the entire production of the 
produce of land belonged to the one 
whose labor produced it. There was no 
one with whom he had to share the pro- 
ceeds of his production. The evolution of 
private ownership of land may be traced 
to the same natural traits in man of cov- 
etousness to which we have attributed the 
development of trade and exchange. There 





“NO MAN 
SHALL BE 
POOR * 











can be little doubt that without private 
ownership of land, the primary source 
of all wealth, enforced by governments, 
mankind would be in a perpetual state of 
violent conflict. This, despite the claim 
of Jean Jacques Rousseau, that man’s 
troubles date from the moment that he 
first acquired a piece of land, put a fence 
around it, and said, “Stay out—this is 
mine!” At that moment, an economy and 
a government became necessary. Curiously 
enough, I found no mention of the social 
propriety of private ownership of land 
in the “Wealth of Nations.”” Adam Smith 
apparently accepts it as a natural and just 
state of affairs. 

In an economy of free trade, some in- 
dividuals will acquire a greater quantity of 
the annual produce of land and labor than 
others. I was about to say, and I imagine 
most of you would agree, that this ac- 
cumulation is the result of either greater 
industry or of a propensity to save or of 
a combination of the two. Smith thinks 
not. He says: 
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‘Parsimony, and vot industry, is the im- 
mediate cause of the increase of capital; 
industry, indeed provides the subject 
which parsimony accumulates; but what- 
ever industry might acquire, if parsimony 
did not save and store up, the capital 
would never be the greater.” 


Of what one produces, there are two 
parts; the first he consumes, the second 
he saves. One's annual production is his 
stock. 


“His whole stock, therefore, is distin- 
guished into two parts. That part which, 
he expects, is to afford him revenue, is 
called capital. The other is that which 
supplies his immediate consumption.” 


If we will now go back to the pin 
factory, we will recall that its atl 2 
tiveness was due not only to the skills 
made possible by the division of labor, 
but to the machinery and equipment pro- 
vided by capital created by the parsimony 
of one or more individuals. That part of 
the price of a commodity which goes to 
owners of the machinery or tools that 
made its production possible is called the 
profit of stock. Tools are the means by 
which labor is enabled to increase its pro- 
duction and thus it is seen that that so- 
ciety or nation which has a favorable 
climate for the employment of capital will 
prosper. 


SOCIAL SIGNIFICANCE 


The social significance of these three 
basic economic facts is best summarized 
by Smith himself: 


“The whole annual produce of the 
land and labour of every country, or what 
comes to the same thing, the whole price 
of that annual produce, naturally divides 
itself, it has already been observed, into 
three parts; the rent of land, the wages 
of labour, and the profit of stock; and 
constitutes a revenue to three different or- 
ders of people; to those who live by rent, 
to those who live by wages, and to those 
who live by profit. There are the three 
great, original and constituent orders of 
every civilized society, from whose rev- 
enue that of every other order is ultimately 
derived.” 

“The interest of the first of those three 
great orders, it appears from what has 
been just now said, is strictly and in- 
separably connected with the general in- 
terest of the society. Whatever either 
promotes or obstructs the one, necessarily 
promotes or obstructs the other. . 
That indolence, which is the natural effect 
of the ease and security of their situation, 
renders them too often, not only ignorant, 
but incapable of that application of mind 
which is necessary in order to foresee and 
understand the consequences of any pub- 
lic regulation. 





“The interest of the second order, that 
of those who live by wages, is as strictly 
connected with the interest of the society 
as that of the first. The wages of the 
labourer, it has already been shown, are 
never so high as when the demand for 
labour is continually rising, or when the 
quantity employed is every year increasing 
considerably. When this real wealth of 
the society becomes stationary, his wages 
are soon reduced to what is barely enough 
to enable him to bring up a family, or to 
continue the race of labourers. When the 
society declines, they fall even below 
this. . . . But though the interest of the 
labourer is strictly connected with that of 
the society, he is incapable either of 
comprehending that interest, or of under- 
standing its connection with his own. His 
condition leaves him no time to receive the 
necessary information, and his education 
and habits are commonly such as to render 
him unfit to judge even though he was 
fully informed. In the public delibera- 
tions, therefore, his voice is little heard 
and less regarded, except upon some par- 
ticular occasions, when his clamour is 
animated, set on, and supported by his 
employers, not for his, but their own par- 
ticular purposes. 

“His employers constitute the third or- 
der, that of those who live by profit. It is 
the stock that is employed for the sake 
of profit, which puts into motion the 
greater part of the useful labour of every 
society. . . . Merchants and master man- 
ufacturers are, in this order, the two 
classes of people who commonly employ 
the largest capitals, and who by their 
wealth draw to themselves the greatest 
share of the public consideration. As dur- 
ing their whole lives they are engaged in 
plans and projects, they have frequently 
more acuteness of understanding than 
the greater part of country gentlemen. As 
their thoughts, however, are commonly 
exercised rather about the interest of their 
own particular branch of business, than 
about that of the society, their judgment 
even when given with the greatest can- 
dour (which it has not been upon every 
occasion), is much more to be depended 
upon with regard to the former of those 
two objects, than with regard to the 
latter. . . . The interest of the dealers, 
however, in any particular branch of trade 
or manufacture, is always in some respects 
different from, and even opposite to, that 
of the public. To widen the market and 
to narrow the competition, is always the 
interest of the dealers. To widen the mar- 
ket may frequently be agreeable enough 
to the interest of the public; but to nar- 
row the competition must always be 
against it, and can serve only. to enable 
the dealers, by raising their profits above 
what they naturally would be, to levy, for 
their own benefit, an absurd tax upon the 
rest of their fellow-citizens. The proposal 
of any new law or regulation of commerce 
which comes from this order, ought al- 


ways to be listened to with great pre- 
caution, and ought never to be oo 
till after having been long and carefully 
examined, not only with the most scrupu- 
lous, but with the most suspicious atten- 
tion. It comes from én order of men, 
whose interest is never exactly the same 
with that of the public, who have gen- 
erally an interest to deceive and even to 
oppress the public, and who accordingly 
have, upon many occasions, both deceived 
and oppressed it.” 


“NATURAL” MANAGEMENT 

Thus far we have been concerned with 
the raw materials of a private enterprise 
economy. These are the materials pe 
house. These are basic principles. These 
are, shall we say, the affairs of our eco- 





Illustrations, by permission, from an NAM 
booklet, "The Free Enterprise System” 


nomic life. In the “Wealth of Nations 
Adam Smith devotes relatively more atten- 
tion to the management of these affairs 
than to the affairs themselves. I will en- 
deavor only to give you his conclusions. 
Had an enlightened British government 
followed his theories of management, the 
American revolution would not have oc- 
curred. In the view of the colonies, the 
taxes, restrictions and regulations imposed 
by the government of George III violated 
the natural rights of man. The Declara- 
tion of Independence begins, “When, in 
the course of human events, it becomes 
necessary for one people to dissolve the 
political bands which have connected 
them with another, and to assume among 
the powers of the earth, the separate and 
equal station to which the Laws of Nature 
and of Nature's God entitle them. . . .’ 
Above all things, Adam Smith would 
have a natural management of the affairs 
of a people. The word “natural” is the 
keynote of Smith’s philosophy of man- 
agement and it is, to say the least, re- 
markable that the “Wealth of Nations 
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and the “Declaration of Independence” 
were published in the same year—1776. 

England’s prosperity at this time 
stemmed from its factories and its com- 
merce, and yet Smith found it hampered 
on all sides by uneconomic restrictions and 
regulations, in the form of taxes, of im- 
port and export duties, and of bounties 
or subsidies. 


“To hurt in any degree the interest of 
any one order of citizens, for no other 
purpose but to promote that of some 
other, is evidently contrary to that justice 
and equality of treatment which the sov- 
ereign owes to all the different orders of 
his subjects.” 


Free enterprise, free trade and free 
competition are household terms today. 
Smith would have called them natural 


enterprise, natural trade and natural com- 
petition. In the “Anatomy of Peace,” 
Emery Reeves says, “On the kasis of these 
principles, Adam Smith, David Ricardo 
and John Stuart Mill constructed a sys- 
tem of economic laws, a doctrine unchal- 
lengeable in the abstract even today.’ 


WEALTH’S FIRST SOURCE 


The first source of wealth is the land and 
to the produce of land is added the value of 
the labor and the industry of the farmer 
who cultivates. This farmer, by applying 
the principle of parsimony—I prefer the 
term thrift—accumulates a stock sufficient 
not only for his own consumption but for 
use as capital. He may then wish to invest 
this capital in tools and equipment in order 
to increase the annual production on his 
farm. Thus a demand is created for an ar- 
tificer or manufacturer. Again by the prac- 
tice of thrift, the manufacturer accumu- 
lates a capital and will expand his opera- 
tions. Both the farmer and the manufac- 
turer have need of many services. The 
blacksmith, carpenter, bricklayer, the 
tanner, shoemaker and tailor will migrate 
to a convenient, central location where they 
can trade their services for the produce of 
the farm. While the evolution may not be 
in precisely this order, the result will be the 
town and commerce will ke created. As the 
towns grow into cities where great facto- 
ries arise, natural competition soon com- 
pels the manufacturer and the dealer or 
merchant to seek new markets and these 
may be found in foreign trade. 


TWO SYSTEMS 


This brings us to what Smith calls the 
two systems of political economy—the 
system of agriculture and the system of 
commerce. It should be understood that 
these two systems are not conceived as 
being opposed to one another. On the 
contrary, what is good for one is good 
for the other. Smith's examination of the 
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commercial system, the system of con- 
temporary England and Europe is the 
classic of the advocates of free trade. 
Using as examples, the prohibition of the 
importing of corn and cattle; bounties on 
exports; the depression in wool values 
because of trade treaties; the effect on 
prices of excessive import duties; with 
these case histories the folly of artificial 
restraints and restrictions of trade is ex- 
posed. There is space only to quote Smith's 
conclusions: 


“To hurt in any degree the interest of 
any one order of citizens, for no other 
purpose but to promote that of some other, 
is evidently contrary to that justice and 
equality of treatment which the sovereign 
owes to all the different orders of his sub- 
jects. But the prohibition certainly hurts, 
in some degree, the interest of the grow- 
ers of wool, for no other purpose but to 
promote that of the manufacturers.” 

‘It is thus that every system which en- 
deavours, either, by extraordinary encour- 
agements, to draw towards a particular 
species of industry a greater share of the 
capital of the society than what would 
naturally go to it; or, by extraordinary 
restraints, to force from a_ particular 
species of industry some share of the 
capital which would otherwise be em- 
ployed in it; is in reality subversive of 
the great purpose which it means to pro- 
mote. It retards, instead of accelerating, 
the progress of the society towards real 
wealth and greatness; and diminishes, in- 
stead of increasing, the real value of the 
annual produce of its land and labour. 

“All systems either of preference or of 
restraint, therefore, being thus completely 
taken away, the obvious and simple sys- 
tem of natural liberty establishes itself 
of its own accord. Every man, as long as 
he does not violate the laws of justice, is 
left perfectly free to pursue his own inter- 
est his own way, and to bring both his 
industry and capital into competition with 
those of any other man, or order of men. 
The sovereign is completely discharged 
from a duty, in the attempting to perform 
which he must always be exposed to in- 
numerable delusions, and for the proper 
performance of which no human wisdom 
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or knowledge could ever be sufficient; the 
duty of superintending the industry of 
private people, and of directing it towards 
the employments most suitable to the in- 
terest of the society.” 


SOVEREIGN’S DUTIES 


According to the system of natural lib- 
erty, the sovereign has only three duties 
to attend to; three duties of great im- 
portance, indeed, but plain and intelligible 
to common understandings: 

First, the duty of protecting the society 
from the violence and invasion of other 
independent societies ; 

Secondly, the duty of protecting, as far 
as possible, every member of the society 
from the injustice or oppression of every 
other member of it, or the duty of estab- 
lishing an exact administration of jus- 
tice; and, 

Thirdly, the duty of erecting and main- 
taining certain public works and certain 
public institutions, which it can never be 
for the interest of any individual, or small 
number of individuals, to erect and main- 
tain; because the profit could never repay 
the expense to any individual or small 
number of individuals, though it may 
frequently do much more than repay it 
to a great society. 


SOCIALISM’S FUNDAMENTALS 


We shall turn now for a brief look at 
a few of the fundamentals of socialism, 
which to Adam Smith, was not even a pos- 
sibility. 

My original conception of this essay 
was that it should be based on a study of 
the texts of the “Wealth of Nations’ and 
of Karl Marx’s “Capital” and presented 
without the benefit of the conclusions and 
impressions of the many brilliant minds 
whose business it has been to interpret 
these economic theories. At least I have 
been able to put a few impressions on 
paper gleaned from Smith's text and to 
quote some passages that seemed to me, 
significant. But I have to confess that I 
found that part of “Capital’’ on economics 
absolutely unintelligible. 

Perhaps Max Eastman can help explain 
my predicament. 


TALKING POINT 
In discussions of the capitalistic system, those who stress 
sharing the wealth forget the importance of creating the 
wealth. You can't share if you have not created. In the man) 
investigations which take place in our country, it is almost 
always true that a successful enterprise is the subject of 


suspicion. 


. . 1 wish they would start investigating the 


failures instead of the successes. This might result in some 
very interesting economic information. 


—BRIG. GEN. DAVID SARNOFF, chairman, Radio Corporation of America 
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“That Marx should have to write a 
letter to his best friend, telling what the 
essential proposition is, which he had just 
finished expounding in a volume of eight 
hundred pages, and that this letter in 
turn should require interpretation in order 
to make it in the least degree intelligible 
to man of ordinary education, may sug- 
gest to the reader that the intellectual 
method adopted in the Marxian econom- 
ics is not of the best. And I advise him 
to give free scope to the suggestion. . . . 
But as a “System of Economics’ it must 
inevitably retire, along with the rest of 
that classical economy and that classical 
philosophy to whose tradition it belongs, 
into the position of an intellectual “‘ob- 
ject of art,” an ingenious and fertile 
historic curiosity. For it is not, in its 
fundamental form and theoretic sub- 
stance, a scientific book. It is not, except 
incidentally, an exposition and empirical 
demonstration of that concrete fact about 
the exploitation of labour under capital- 
ism which Marx saw so clearly. It is a 
flying upward from that concrete fact into 
the world of unreal abstractions contem- 
plated by the classical economy, and an 
attempt to make it reappear there with an 
emotional glamour and a metaphysical 
significance greater than any simple state- 
ment of concrete facts could have.” 


Even Eastman had me reeling a few 
times! However, in support of his ap- 
praisal, this is a sample from Marx: 


“Tf, e.g., the capital-value employed 
today in spinning is 7 constant and lg 
variable, whilst at the beginning of the 
18th century it was 1 constant and 4 
variable, on the other hand the mass of 
raw materials instruments of labor, etc., 
that a certain quantity of spinning labor 
consumes productively today, is many 
hundred times greater than at the begin- 
ning of the 18th century.” 


TWO CONCEPTS OF WEALTH 


I can only report that, among other 
things, Marx’s “Capital” develops two 
concepts of wealth which seem to be 
fundamental in the economics of com- 
munism: 

1. The only source of wealth is labor. 

2. Labor produces surplus-value, which 
is a value over and above that value re- 
turned to labor for its work. Ergo—capital 
is the unpaid (or retained) wages of 
labor. 


Thus, Adam Smith's “wages of labor” 
ind ‘“‘profits of stock,” two elements of 
wealth, are conveniently merged into one. 
The third element of free enterprise 
wealth, “rent of land,” is ignored in 
Marx's analysis of the fallacies of Adam 
Smith. Apparently, he felt about it as 
Calvin Coolidge’s preacher did about sin 

“Tm agin it.” 





Fortunately, for this essay, Marx (in 
collaboration with Frederick Engels) did 
publish a document that is intelligible and 
that is the real “gospel” of Communism 
today. The “Communist Manifesto’ was 
seer in 1848, and whereas “Das 

apital” merely bestows a certain, dubious 
intellectual aroma on Communism, the 
Manifesto is a militant handbook of ac- 
tion. The force and appeal of the Com- 
munist Manifesto are not derived from 
any Marxian theory of economics, but 
rather from his philosophy of history, 
which is: ‘The history of all hitherto 
existing society is the history of class 
struggles.” 

The means by which the perfect econ- 
omy is to be achieved is by the creation 
of a classless society. Contemporary so- 
ciety, according to Marx, finds itself re- 
duced to just two great hostile classes— 
The Bourgeoisie (Capitalists), and Pro- 
letariat (potential Communists). 


THE CLASS STRUGGLE 

The most convincing logic to be found 
in Marxian philosophy is his theory of 
class struggle. The Capitalist is sowing 
the seeds of his own demise by concen- 
trating capital into fewer and fewer hands. 
The workers, at first isolated and unor- 
ganized, covet the wealth of the bour- 
geoisie, and begin to form associations 
(unions) in order to hold their own in the 
struggle. As the organized proletariat 
grows stronger, the dwindling number of 
capitalists grow weaker. Thus, says Marx, 
“What the bourgeois therefore produces, 
above all, are its own grave-diggers. Its 
fall and victory of the proletariat are 
equally inevitable.” 

I suspect that the force of this conclu- 
sion—the inevitability of the victory of 
the proletariat—is the chief rallying-point 
of the communist movement. 

It would have been better had the 
Manifesto let inevitability alone. This 
judgment of mine may best be supported 
by presenting a few important excerpts. 
Here is the fate of private property: 


“The distinguishing feature of Com- 
munism is not the abolition of property 
generally, but the abolition of bourgeois 
property. But modern bourgeois private 
property is the final and most complete 
expression of the system of producing 
and appropriating products, that is based 
on class antagonism, on the exploitation 
of the many by the few. 

“In this sense, the theory of the Com- 
munists may be summed up in the single 
sentence: Abolition of private property. 

“Communism deprives no man of the 
power to appropriate the products of so- 
ciety; all that it does is to deprive him of 
the power to subjugate the labor of others 
by means of such appropriation.” 

(Continued on page 162) 
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EUROPEAN BUSINESS EXECUTIVES VISIT AMERICAN FIRMS 


To develop international understanding of American con- 
trollership techniques and philosophies, 34 European busi- 
ness executives from 11 Marshall Plan countries have made 
visits to various firms in the United States under the auspices 
of the Economic Cooperation Administration. 


The men, who attended a seven-day orientation course 
at New York University, prior to making the tour, repre- 
sented firms in Belgium, Denmark, France, Greece, Ireland, 
Luxembourg, the Netherlands, Norway, Scotland, Sweden, 
and Turkey. 


Pictured above are two of the group during the course of a 
visit to the offices of the Cleveland Electric Illuminating 
Company, Cleveland, Ohio, in mid-February. The Europeans 
were welcomed by Ralph H. Smith (right) controller of the 
Cleveland Electric Illuminating Company and a national di- 
rector of Controllers Institute. Accompanying the group was 
another member of the Institute, ]. Harold Smith (second 
from left) of New York. Second from right is Fuad Oge, 
cost accountant and auditor, Government Auditing and Con- 
trol Board (Mines), Ankara, Turkey. Orban Ilbeyli, As- 
sistant Director, Accounting Department, Etibank ( financial 
holding company for coal, copper, etc., sulphur mines and 
power plants), Ankara, Turkey is at the left. 


During the same period another group of European ex- 
ecutives visited other company offices under the guidance of 
E. B. Nutt, a retired member of the Institute, who was for- 
merly associated with Standard Oil Company (New Jersey). 
The groups led by Messrs. Nutt and Smith visited offices 
in the following cities: New York, Cleveland, Detroit, Chi- 
cago, St. Louis, Cincinnati, Dayton, Pittsburgh, Washington 
and Philadel phia. 


The itineraries were developed in cooperation with Na- 
tional Headquarters of Controllers Institute and the National 
Management Council. 


See “PAGING THE NEW BOOKS” (p. 180) for related reading 
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ABOLISH THE FAMILY! 


The family is the foundation-stone of 
Christianity. Communism disposes of it 
as follows: 


Abolition of the family! Even the most 
radical flare up at this infamous proposal 
of the Communists. 

‘On what foundation is the present 
family, the bourgeois family, based? On 
capital, on private gain. In its completely 
developed form this family exists only 
among the bourgeoisie. But this state of 
things finds its complement in the practi- 
cal absence of the family among the pro- 
letarians, and in public prostitution. 

The bourgeois family will vanish as a 
matter of course when its complement 
vanishes, and both will vanish with the 
vanishing of capital. 

“Do you charge us with wanting to 
stop the exploitation of children by their 
parents? To this crime we plead guilty. 

‘But, you will say, we destroy the most 
hallowed of relations, when we replace 
home education by social. 

‘And your education! Is not that also 
social, and determined by the social con- 
ditions under which you educate, by the 
intervention, direct or indirect, of society 
by means of schools, etc.? The Commu- 
nists have not invented the intervention 
of society in education; they do but seek 
to alter the character of that intervention, 
and to rescue education from the influ- 
ence of the ruling class. 

The bourgeois clap-trap about the 
family and education, about the hallowed 
co-relation of parent and child, becomes 
all the more disgusting, the more, by the 
action of Modern Industry, all family ties 


among the proletarians are torn asunder, 


and their children transformed into 
simple articles of commerce and _ instru- 
ments of labor. 

But you Communists would introduce 
community of women, screams the whole 
bourgeoisie in chorus. 

The bourgeois sees in his wife a mere 
instrument of production. He hears that 
the instruments of production are to be 
exploited in common, and, naturally, can 
come to no other conclusion, than that 
the lot of being common to all will like- 
wise fall to the women. 

He has not even a suspicion that the 
real point aimed at is to do away with the 
status of women as mere instruments of 
production. 

For the rest, nothing is more ridicu- 
lous than the virtuous indignation of our 
bourgeois at the community of women 
which, they pretend, is to be openly and 
officially established by the Communists. 
The Communists have no need to intro- 
duce community of women; it has existed 
almost from time immemorial. 
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‘Our bourgeois, not content with hav- 
ing the wives and daughters of their pro- 
letarians at their disposal, not to speak 
of common prostitutes, take the greatest 
pleasure in each others’ wives. 

“Bourgeois marriage is in reality a sys- 
tem of wives in common and thus, at the 
most, what the Communists might pos- 
sibly be reproached with, is that they de- 
sire to introduce, in substitution for a 
hypocritically concealed, an openly legal- 
ized community of women. For the rest, 
it is self-evident, that the abolition of the 
present system of production must bring 
with it the abolition of the community of 
women springing from that system, i.e., of 
prostitution both public and private.” 


A COMPANION ARTICLE 
entitled 


“THE FRAUDS OF 
COMMUNISM” 


by Edward J. Webster 


Head of the Department 
of Economics, American 
International College 


Watch for st! 
RRR en A: HBR 


ACTION PROPOSALS 


Perhaps the most significant features 
of the Communist Manifesto are its spe 
cific proposals for action. This is the plat- 
form of Communism: 

Abolition of property in land and 

application of all rents of land to pub- 

lic purposes. 

A heavy progressive or graduated in- 

come tax. 

Abolition of all right of inheritance. 
. Confiscation of the property of all 

emigrants and rebels. 

. Centralization of credit in the hands 
of the State, by means of a national 
bank with State capital and an ex- 
clusive monopoly. 

. Centralization of the means of com- 
munication and transport in the hands 
of the State. 

Extension of factories and instruments 

of production owned by the State, the 

bringing into cultivation of waste 
lands, and the improvement of the 

soil generally in accordance with a 

common plan. 

Equal liability of all to labor. Estab- 

lishment of industrial armies, espe- 

cially for agriculture. 
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. Combination of agriculture with man- 
ufacturing industries; gradual aboli- 
tion of the distinction between town 
and country, by a more equable dis- 
tribution of population over the coun- 
try. 

. Free education for all children in pub- 
lic schools. Abolition of children’s 
factory labor in its present form. 
Combination of education with in- 
dustrial production, etc., etc.” 


And finally the communist call to the 
colors, from the Manifesto: 


“The Communists disdain to conceal 
their views and aims. They openly declare 
that their ends can be attained only by 
the forcible overthrow of all existing so- 
cial conditions. Let the ruling classes 
tremble at a Communist revolution. The 
proletarians have nothing to lose but 
their chains. They have a world to win. 

“Working men of all countries, unite!” 


Are there any conclusions to be drawn 
from these studies of Adam Smith and 
Karl Marx? I will catalogue them: 


1. There is nothing in Karl Marx which 
refutes Adam Smith’s free enterprise 
theory of the three elements of wealth 
which are: 

a. rent of land 

b. wages of labor 

c. profits of stock 
2. Under communism, these elements 
would simply be redistributed, with the 
individual keeping his wages and with the 
rent of the land and the profits of stock 
going to the state. The economy, under 
this system, could be none other than 
bureaucratic. 
3. Marx’s theory of the inevitability of 
the fall of capitalism by its own hand de- 
serves thoughtful attention. That fall need 
not occur if: 
i. Adam Smith’s third order of men, 
“whose interest is never exactly the same 
with that of the public, who have gener- 
ally an interest to deceive and even to 
oppress the public’ comes to the realiza- 
tion that it is “its own grave-digger.” 


By way of a postscript, we wish to 
emphasize first that the oppressions of the 
public by the capitalist arise in the main 
from those self-seeking and selfish capi- 
talists who are able to influence govern- 
ments to pass legislation in restraint of 
trade. By whatever degree one section of 
the economy is aided by a particular leg- 
islation, to that degree some other section 
of our economy is oppressed. The great 
lobbies in Washington may thus be sus- 
pected of contributing mightily to the 
downfall of free, private enterprise. 

Second, let it be understood that the 
communism of the Communist Manifesto 
is one and the same with the communism 
of today wherever it is advocated. 





A REPORT ON CONTROLLERSHIP FOUNDAIION’S LATEST STUDY 


Defense Mobilization— 
What Management Is Doing 


How well prepared is your company to 
meet the needs of a semi-war economy? 


What kind of impact will our new mili- 
tary economy have on your company? 


What are other companies doing to plan 
for their place in an era of sustained 
readiness for war? 


 "grsoutig OF THE IMPORTANCE and time- 
liness of these questions, the trustees 
of Controllership Foundation have rushed 
through a study which gathers together 
industry's experience in this area. As 
Walter Mitchell, Jr., managing director 
of the Foundation, explains in the fore- 
word, “Our study has been quick, rather 
than exhaustive, for we felt the problem 
was of a nature where exhaustive study is 
absurd. Conditions are changing too rap- 
idly. We hope it will serve as a thought 
starter. It is certainly not the ‘last word.” 


GETTING THE STUDY UNDER WAY 


Getting the study into the hands of 
members when it would do the most good 
(before the time for planning is over) 
involved cutting across the established re- 
search procedures. Normally, a research 
proposal goes through 10 steps from an 
idea to the final publication. To cut down 
drastically on the normal span of time, 
many of these steps were short-circuited. 

The project was recommended by the 
Research Committee of the Foundation at 
its meeting on December 8, 1950 and was 
cleared with the trustees by mail. Mr. 
Horton Heath, management consultant, 
was engaged to make the study. By De- 
cember 15 he was in the field interview- 
ing company managements and govern- 
ment leaders. On March 15 the work had 
been completed by Mr. Heath, revised by 
a panel of Controllers Institute members, 
edited by the Foundation staff, published 
and mailed to all members of Controllers 
Institute. 

The basic contribution of this report is 
that it draws together the bits and pieces 
of mobilization planning from a large 
number of companies. Each company has 
made comparatively few moves, but the 
total of plans and action adds up to an 
impressive list against which to check your 
own defense mobilization plans. 


SOME OF THE CONCLUSIONS 


1. The consensus of opinion of govern- 
ment officials, industrial leaders and econ- 
omists is that the United States is entering 
an era of sustained readiness for war, call- 
ing for a high degree of military and in- 
dustrial mobilization to be maintained for 
an indefinite period in the future. 

2. The impact and continuance of a semi- 
war economy will affect all business in 
varying degrees. 

3. Handling of military contracts or sub- 
contracts usually entails special adminis- 
trative and operational assignments within 
a producing organization. 

4. Many programs of plant expansion are 
already under way; othets are in various 
stages of planning. 

5. The Munitions Board is building up a 
detailed record of plant facilities and ca- 
pacity throughout the United States and as- 
signing a Procurement Planning Officer 
from one of the armed services to be the 
principal government contact with each 
plant selected for military production. 
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6. Many manufacturers face a critical 
time-lag between the curtailment of their 
civilian production forced by material short- 
ages a obtaining of military contracts. 
7. The National Production Authority 
(NPA) maintains field offices in principal 
cities, which provide information services 
for firms seeking military subcontracts. 
8. Contracts between the armed services 
and suppliers are of various types. Con- 
siderable flexibility in determining prices 
is necessary because of the difficulty of 
estimating costs in advance of actual pro- 
duction. 
9. Manpower shortages are causing some 
firms to lower their standards of quali- 
fication for employment, adopt various 
new recruiting methods, replace men with 
women or handicapped persons for cer- 
tain types of work, and initiate new em- 
ploye training programs. 
10. Companies facing the loss of experi- 
enced personnel to the armed services are 
being advised to compile data regarding 
the military status of individual employes 
(Continued on page 183) 
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e@ DEFENSE MOBILIZATION—What Management Is Doing 
was discussed, revised and approved by the following panel 


of Controllers Institute members: 


CHARLES ONDRICK, Chairman 


Cc. E. BAXTER 


R. F. BENDER 


Comptroller, 

The Sperry Corporation 
Comptroller, 

]. P. Stevens & Co., Inc. 
Controller, 


Bigelow-Sanford Carpet Co., Inc. 


STILLMAN KUHNS 


W. 1. MCNEILL 


} 


Vice president and Comptroller, 
The Diamond Match Company 
‘ice president and Controller, 


General Aniline & Film Corporation 


This report has been mailed free to all members of Con- 
trollers Institute. A limited number of copies are available 
to nonmembers of the Institute at $1.00. Institute members 
may order extra copies at 50 cents each. Address requests to: 
Controllership Foundation, 1 East 42nd St., New York 17. 
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Beating the Paper Blitz 


Bea S. Graham 


par RWORK has never added anything to 
the value of a product or service. As a 
nonproductive function of business, it has 
been considered in many cases as a neces- 
sary evil. Until recent years, it has been a 
relatively small part of the over-all opera- 
tion. Unfortunately, it has been allowed to 
grow “‘like Topsy” until countless duplica- 
tions and inefficiencies of large propor- 
tions have crept in. In many organiza- 
tions, when difficulties arose in production 
or in making decisions, a new report or 
procedure was added to meet the situation. 
The situation was met, the individual satis- 
fied, but little was done to coordinate that 
procedure with others already in existence. 

The growth of paperwork is illustrated 
by these figures taken from Bureau of Cen- 
sus reports. These show that in 1900 there 
was one clerical worker to each 10 produc- 
tive workers. In 1940 this ratio had 
changed to 1 to 4. In other words, the 
number of clerical workers had grown 21 
times as fast as the number of productive 
workers. 

While the production man will attempt 
to explain that change on the basis of im- 
proved methods in the factory, and the 
office man on the basis of increased Gov- 
ernmental reports requirements (both of 
whom are partially right), neither of these 
explanations begins to account for the tre- 
mendous elements of waste found in the 
paperwork of many organizations. 

If we will apply the measuring rod, 
“does the system or result help someone 
perform his job better,’’ to existing paper- 
work, I believe we will find that from 30% 
to 50% of the paperwork in the average 
organization will not meet the require- 
ments and could be eliminated. 


Much has been done by office equipment 
companies in the development of machines 
to perform many of the paperwork func- 
tions more rapidly and more accurately. 
However, too often, machines have been 
used to mechanize old procedures without 
taking full advantage of the mechanical 
abilities of the equipment by revising the 
procedure to fit the equipment. 

An excellent illustration of how waste 
can develop in our paperwork was pre- 
sented during the question and answer pe- 
riod following one of my recent talks. The 
program chairman who was chief account- 
ant and methods man for a large branch 
office organization asked the question 
“How would you eliminate some of the 
nonessential, but expensive, reports?” i 
suggested that withholding the report had 
demonstrated in some cases the lack of 
value of the report. The program chair- 
man replied that he was glad I had an- 
swered the question in that way because— 
(and then related the following story) : 

“Two years ago I questioned an elabo- 
rate tabulated report which I distributed 
to 37 of our top executives all over the 
country. I called on each executive, asked 
whether or not the report was essential, 
whether I could add to, take away from, or 
rearrange it in any way to improve it. All 
the executives insisted that the report was 
perfect as it was and that they could not 
possibly get along without it. 

“The next month I prepared the report, 
but filed all copies in my desk and not a 
single question was asked. I continued to 
prepare the report and keep all the copies 
for six months. When still no questions 
had been asked, I discontinued preparing 
the report. That was over two years ago 


BEN S. GRAHAM, chairman, Future Demands Committee, 
The Standard Register Company, Dayton, Ohio, who de- 
livered this paper at a meeting of the Syracuse Control of 
Controllers Institute, is a staff member of the Work Simpli- 
fication Conference, Lake Placid, N. Y. as well as the Work 
Simplification Roundtable, New York University. He has 
lectured extensively at colleges and universities on manage- 
ment methods and business administration. Mr. Graham is 
currently serving as a national director of the Society for the 
Advancement of Management from the Dayton chapter. 
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Paperwork waste is substantial 
. . . more Serious is waste traceable 
to inadequate or inaccurate paperwork 


and to date I have not had a question about 
that report. 

The amazing part of this story is that 
this accountant could remind all 37 execu- 
tives that they were getting the report, 
withhold it the next month and still not 
have a question asked. Obviously, that re- 
port must have been tremendously vo 
tant to those top executives in the conduct 
of their jobs! 

While this is only one illustration of the 
type of waste that does exist in the paper- 
work of the average company, I am sure all 
of us would find this, and other types of 
waste in our own paperwork if we would 
examine it critically and impartially. 

While the waste in our paperwork is 
substantial this is not nearly so serious as 
the waste traceable to inadequate or inac- 
curate paperwork that is directly account- 
able for tremendous waste in many func- 
tions of business. An experience with one 
of our large tank factories provides an ex- 
cellent example of this type of waste: 

While manufacturing under one of the 
contracts for tanks, this plant came close 
to having to shut down a tremendously ex- 
pensive assembly line for lack of parts. 
When they checked their records, they 
found the parts had been ordered on time. 
Vendors insisted they had been shipped. 
But the parts could not be found. Emer- 
gency shipments by truck and by air, a very 
expensive procedure with tank parts, 
bridged the gap. At the close of the con- 
tract, the Management of this plant de- 
cided to do something about it. 

First, they took a physical inventory of 
their entire lot covering some eight or nine 
hundred acres. They brought together, in 
one place, all the _— they could find in 
any of the hundred-odd buildings or 
sheds. When they finished, they had liter- 
ally acres of parts. 

During my work with them, they 
pointed out to me one stack of 15,000 
bogie wheel rims which they found stored 
in one of the remote sheds. A check dis- 
closed that these had been received on 
time, but because of the location of the 
storage had not been found when they 
were needed for assembly. Alongside this 
pile was another pile of 5,000 rubber tank 
treads, a critical item, which, temporarily 
lost, had caused a great deal of trouble. 
These, too, had been received on time but 
couldn’t be found when needed. 

The right kind of paperwork would 
have told them when they needed the in- 











formation, not only the materials that had 
been ordered and received, but where they 
were stored and would have eliminated 
tremendously expensive rush deliveries. 
The situation was corrected, and the vol- 
ume of paperwork was reduced before the 
next contract started. 

While this example was taken from 
war-time experience, I can assure you that 
many similar illustrations, perhaps not 
quite as spectacular, can be taken from cur- 
rent operations in connection with produc- 
tion, quality, costs, inventories, purchasing 
and shipping. 


WHAT CAN WE DO ABOUT 
THESE ELEMENTS OF WASTE? 

Now that we have paperwork, what is 
the best approach to our problem of elimi- 
nating the waste in our present paperwork 
and the more far reaching waste in the 
other functions of business due to lack of 
the proper kind of paperwork? 

This brings us to the second part of our 
title, Work Simplification. It is defined in 
simple terms as “The organized applica- 
tion of common sense to find better and 
easier ways of doing a job” or, as I prefer, 
“The organized application of common 
sense to eliminate waste of any kind— 
waste time, energy, space, material, equip- 
ment, etc.” ‘Eliminate waste” implies get- 
ting results, not just talking about it. Re- 
sults come from better methods only when 
those methods are used enthusiastically by 
the people concerned. For years, the “en- 
thusiastic use by the people concerned”’ 
was the reef on which the “better meth- 
ods” foundered. 

About 15 years ago several leaders in 
the field of scientific management, Allan 
Mogensen; Professor Erwin H. Schell of 
Massachusetts Institute of Technology; 
Dr. Lillian Gilbreth; and Professor David 
B. Porter of New York University, recog- 
nizing the importance of enthusiastic co- 
operation, combined the simple funda- 
mentals of the technique of motien study 
with a way of thinking or philosophy of 
management and called it Work Simplifi- 
cation. Having repeatedly developed and 
installed better methods only to return a 
few months later and find the people on 
the job had reverted to their old methods, 
these pioneers recognized the problem in- 
mere | in developing acceptance of the 
better methods. The problem involved the 
most difficult and highest type of selling, 
the selling of an idea or an intangible. 
People buy what they want rather than 
what is good for them or what they need. 

The first and most important problem 
then is to convince the individual worker 
that he has a direct personal stake in elimi- 
nating every possible element of waste. 
Too often the expert mistakenly calls his 
activity “Work Simplification.” In many 
cases anticipated results are not achieved 
because of the seeming lack of apprecia- 
tion of the importance of enthusiastic co- 
operation on the part of every individual. 


WHY DO PEOPLE NOT 
ACCEPT BETTER METHODS? 


First, I am convinced that a lack of un- 
derstanding of the simple fundamentals of 
our “Free Enterprise’ system or the 
“American Way’’ is the cause of much of 
our trouble. We in America have achieved 
our present standard of living, by far the 
highest in the world from a material stand- 
point, only through a continual expansion 
of our business and industry stimutated by 
the courage, ingenuity and initiative of in- 
dividuals working together. Only produc- 
tion and more production can continue to 
maintain and improve this standard of liv- 
ing. In spite of temporary, sometimes se- 
vere, setbacks due to contraction of pro- 
duction, our national economy and the 
standard of living of each individual has 
continued to improve over the years. 

In 1928 and 1929, a period of supreme 
optimism, the national income was less 
than 90 billion dollars. Had anyone at that 
time had the temerity to suggest that in 20 
years our national income would, even 
with a cheaper dollar, exceed 220 billion 
dollars, he would have been ridiculed. 
However, it “did happen here,” and in 
spite of the cheaper dollar, more people 


enjoy automobiles, radios, television sets, 
milk, eggs, meat and the other things that 
contribute to better living. The increased 
production of better products at a rela- 
tively lower cost has been the solution. To- 
day’s Chevrolet at about the same dollar 
price as the 1929 Buick is far superior in 
appearance, comfort and performance. 

To maintain this trend requires a con- 
tinual increase in productivity to develop 
lower unit cost in spite of high labor and 
material. The individual must be con- 
vinced that this is so before he will tackle a 
job enthusiastically and exercise the direct 
control over production costs and quality 
that only the man on the job is capable of 
doing. We have just begun to realize the 
importance of a thorough understanding 
of these facts in the development of en- 
thusiastic teamwork. 

In the meantime, Union leaders have 
been doing an excellent job of selling a 
point of view calculated to maintain their 
position. We have a whale of a selling job 
to do to counteract this and the growing 
trend toward surrendering initiative and 
freedom to Government in exchange for 
hopeless promises. 

Another reason why better methods 
have not always been accepted is, I believe, 
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because many people in Management have 
felt that the techniques of scientific man- 
agement are pure science, that they will 
produce the one right answer to the prob- 
lem. 

By scientific management techniques, I 
mean personnel selection, job evaluation, 
method study, time study, wage incentives 
and others, even accounting and cost ac- 
counting. While all of these techniques 
are excellent guides to better judgment 
when intelligently used, none of them pro- 
duces the one right infallible answer. 

Accounting and cost accouniing, based 
largely on mathematics, should come as 
close as any of the techniques to producing 
the one right answer. However, if we will 
examine the various theories for depreciat- 
ing capital assets, valuing inventories or 
any of the other controversial accounting 
subjects, we will find that by substituting 
one extreme method for the other we can 
frequently change a highly profitable op- 
eration to one that seems thoroughly bank- 
rupt without altering the facts of the pic- 
ture at all. 

An excellent illustration of the vulner- 
ability of the position of the individual 
who maintains that his technique is in- 
fallible is a story told of setting standards 
in a shoe factory: 

The job involved gluing the bottom of 
a partly finished upper, affixing the sole 
and getting rid of the finished operation. 
The work place, equipment and method 
had been studied thoroughly. An endless 
belt was set up to bring partly finished up- 
pers in front of all the operators. Each op- 


erator had his glue pot, brush and stack of 
soles. Physical conditions limited the pos- 
sibilities for providing a mechanical means 
of getting rid of the finished operation. 
The best practical solution was an over- 
head chain conveyor with hooks running 
in back of the workers. 

The operation setup then followed this 
pattern: The worker took the partly 
finished upper from the belt, glued the 
bottom, attached the sole and turned 
aroundeto hang it on the hook behind him. 
All the operators were trained in the new 
method. When sufficient skill had been 
acquired the job was time studied and 
standards were set. The standards were in- 
stalled on the basis that an average opera- 
tor doing a good day's work would make 
about 120% of standard. Reports the first 
day showed that all the operators had 
made about 120% except one operator 
who made over 200%. This continued for 
several days. 

The Standards Department restudied 
this particular operator. When they ana- 
lyzed their figures they found they came 
out right on the nose and that day the op- 
erator earned 120%. However, the follow- 
ing day his earnings jumped up to over 
200%. After several days of better than 
200% earnings one of the time study men 
pulled a trick that has been known to be 
pulled in the past. He hid behind a post 
and watched the operation. This particular 
operator was picking up the upper, gluing 
the bottom, putting the sole on and tossing 
it over his shoulder. And he never missed 
the hook! 


Re: MICROFILMING 

In addition to the normally recognized advantages of 
microfilming of business records, it should be noted that 
microfilming provides a fine yardstick for evaluating busi- 
ness procedures, declares Irving Zitmore of Records Engi- 
neering, Inc., in a recent issue of the Journal of Account- 
ancy. Says Mr. Zitmore, ‘In the course of planning a micro- 
filming operation, the uselessness of various extra copies, 
special colors and designs, and folder-swelling odds and 


ends comes to light.” 


Microfilming can be useful and economical, he adds, if 
the following steps are followed: 


1. Determine preservation value of records. 

2. Separate for other treatment those records which 
should not be microfilmed. 
Determine technical feasibility of microfilming rec- 
ords to which reference would be infrequent or possi- 


bly never. 


Determine the best system to follow in actual filming 


operation, indexing, etc. 


. Determine accurate estimate of costs to offset the space, 
risk and equipment to be saved. 
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An investigation of this operator's 
background disclosed he was a circus jug- 
gler out of work. The problem then re- 
solved itself as to whether they should rate 
this as a circus juggler’s job or a shoe- 
maker's job. 


RESISTANCE TO CHANGE 


Another factor which interferes with 
the enthusiastic acceptance of better meth- 
ods is the lack of appreciation as to what 
motivates so ag in their work, what 
makes them tick. ‘Resistance to change” is 
often cited as the normal and natural reac- 
tion of individuals to something new and 
an important cause of failure to accept bet- 
ter methods. 

The reactions of a dog to certain stimuli 
is commonly used to illustrate this resist- 
ance to change. If you have a dog, when 
you find him sitting in front of the fire- 
place, take hold of his collar, pull and 
watch the reaction. You know just as well 
as I do that he will dig in and resist the 
change. You may think you are using th: 
wrong method, so go around behind him 
and give him a push. Again he will resist. 
These reactions to both approaches are 
used to establish that resistance to change 
is natural. 

However, if we are going to solve prob- 
lems, we must get at causes, not effects. If 
we treat this so-called resistance to change 
as a Cause, we are, in my opinion, no more 
treating the cause than we would be if we 
put a bucket on the living room rug to 
keep it dry when we had a leak upstairs in 
the bathroom. 

When you get through pushing and 
pulling the dog and go over to sit down in 
your easy chair, the odds are a thousand to 
one he will follow right behind you wag- 
ging his tail. He was not resisting change 
at all. But he was resisting being pushed 
and pulled around. It is normal and natu- 
ral to resist being bossed or pushed around. 
This is one of the basic causes behind the 
so-called resistance to change. 

Another fundamental cause is fear of 
the unknown, fear of things we do not un- 
derstand which are involved in changes, 
especially if the reasons for the change as 
well as the probable consequences of the 
change are not thoroughly understood. 
Fear for the security of the job or fear that 
through better methods and enthusiastic 
cooperation the individual might work 
himself out of a job is a very real cause 
back of this so-called resistance to change. 

Resentment of criticism has been stated 
as another reason for people not accepting 
better methods. When we expert the job 
we certainly are, at least indirectly, criti- 
cizing the person who has used the old 
method. People do resent even an implied 
criticism, 

You probably play bridge. I do when I 
can't get out of it. You may have been in 
the situation that I have been in, when 
playing bridge with my wife as my part- 














ner. We bid a game, and I had to play it. 1 
failed to take a finesse, went down one 
trick, and when I finished remarked, ‘‘If I 
had only taken that finesse, I would have 
made the game.’ That is perfectly all 
right. I don’t mind one bit how much I 
criticize me! However, a few hands later 
the same situation arose, we bid the game 
and again I had to play it. I didn’t take the 
finesse, went down a trick, but before I 
had an oppertunity to open my mouth my 
wife said, “If you had only taken that 
finesse we would have made the game.” 
What was my reaction then ? I proved em- 
phatically that if I had taken the finesse 
and it had failed we would have gone 
down two tricks instead of one. We will 
criticize ourselves until h- freezes 
over, but we do thoroughly resent criti- 
cism from anyone else. 

So much for the negative factors in de- 
veloping acceptance of better methods. 
What positive approach can be taken to 
counteract these factors and stimulate en- 
thusiastic cooperation ? 


ACCEPTANCE OF CHANGE 


We can substitute mutual understand- 
ing and confidence for fear. One method 
used to achieve this by The Standard Reg- 
ister Company has been to lay the cards on 
the table—explain where the money goes, 
the problems involved in the company’s 
operation, and the opportunity for each in- 
dividual to help meet these problems. 
When Mr. Spayd, our president, explains 
to his co-workers in the factory and office 
that, in spite of the fact that hourly wages 
are more than 214 times the rate of ten 
years ago and material is over twice the 
cost of 1939, our sales price to the cus- 
tomer has increased only by 4, they begin 
to understand and appreciate the impor- 
tance of eliminating waste of every kind 
in order to help the company continue to 
grow and provide jobs. 

Another positive approach to the prob- 
lem is to provide satisfaction in the job 
for the strong desire of the average Ameri- 
can worker for self-expression, achieve- 
ment and recognition. This has been com- 
plicated over the past 50 years by the de- 
velopment of mass production that has re- 
sulted in deskilling many jobs to the point 
where none of these desires can be satisfied 
on many of the available jobs. This de- 
skilling activity was greatly accelerated 


during World War II. 


WORK SIMPLIFICATION—AN ANSWER 

Work Simplification, when properly 
used, has demonstrated its effectiveness as 
one of the best answers to the problem. 
When started at the top, it will grow down 
through an organization building confi- 
dence to — fear. It eliminates the re- 
sentment of criticism and develops leader- 
ship as a substitute for drivership. In 
growing down through the organization, it 
breaks down levels of insulation which 
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“Here's the letter you're looking for!” 


have developed in many places. When it 
reaches the worker level, it releases the 
pent-up enthusiasm of the average indi- 
vidual by providing a challenge and the 
necessary job interest. 

Let's look briefly at the simple principles 
of Work Simplification. 

The first principle is: “ Activities should 
be productive.” By “‘activity’’ we mean 
anything that goes on in business, includ- 
ing delays, storages, as well as the various 
operations and moves in a procedure. Since 
paperwork is entirely a nonproductive 
function of business, it is necessary to 
stretch the meaning of the word “produc- 
tive’’ when we apply this principle to 
paperwork. However, the end results of 
paperwork are essential to the best con- 
duct of the business. If we define produc- 
tivity as directly accomplishing the end re- 
sults, we can apply the term to paperwork 

The typing of a three-part letter, an 
original and two copies, will illustrate the 
point. Assembling three sheets of paper 
and two sheets of carbon, jogging them 
into alignment, inserting them in the ma- 
chine, positioning them in the machine, re- 
moving and separating them after she typ- 
ing operation, are all nonproductive. The 
only productive part of the operation is 
the actual typing when the information is 
put on the paper. Long moves from desk 
to desk and delays on the desk are nonpro- 
ductive elements in paperwork procedure 
The first objective then is to reduce the 
nonproductive elements in our paperwork 
to an absolute minimum. 

The second principle is :" Activity should 
be arranged to provide smooth flow from 
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operation to operation in a process or a 
balanced motion pattern for an operator at 
a work place.”’ Each of you knows how dis 
couraging an unduly heavy work load can 
be to the average worker. Worrying about 
getting the work out distracts attention 
from the job at hand and slows up the ac- 
tual production tremendously. 

On the other hand, the average person 
is much happier when busy than when 
looking for work. This was illustrated very 
forcefully by an experience in the invoic 
ing department in a large corporation: 

Application of Work Simplification, 
particularly the first principle, had cut the 
work load in half in the Typing Depart 
ment. The typists who should have been 
released by this reduction in work were 
badly needed in another department 

However, the supervisor, accustomed 
to being measured by an all too common 
standard of how many people he super- 
vised rather than by the effectiveness of his 
activity measured in results produced and 
cost per unit, could only see his empire be- 
ing cut in half. Until he had been sold by 
his top management that he would be 
measured on the basis of results and cost, 
he did nothing about releasing any of his 
surplus typists. 

In the meantime, the typists, not know- 
ing that there were positions available on 
the same or a higher level, were afraid that 
some of their group would be worked out 
of a job. They stretched out the work to 
appear busy. Quality fell off, discord crept 
in, till the department was thoroughly dis- 
organized. 

(Continued on page 172) 
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That Tax-Inflation Bite 

Many people who doubled their income over the decade 
(and who may have moved up to better positions with greater 
responsibilities) are no better off, possibly worse off, than 
they were ten years ago. Higher income taxes, as well as 
higher prices for the goods and services that go into the cost 
of living, the Conference Board notes, are the “one-two 
punches’’ that have knocked out some or all of the dollar in- 
creases. 

A married man with two children or other dependents 
who earned $2,000 in 1940 would have to earn 72% more 
today, or $3,437, to end up with equal purchasing power. 
The depreciation of the dollar accounted in good part for this 
needed rise, since the tax rise is small in this case. Taxes take 
a bigger bite at the higher income levels. The man earning 
$5,000 in 1940 would have to earn 87% more today, or 
$9,367, to purchase the same amount of goods. A man with 
a $25,000 salary in 1940 must earn $59,126, or more than 
twice as much, to offset the current high tax rate and infla- 
tion. 

The Board also points out that in 1948, the last year for 
which data are available, almost half the wage earners and 
salaried workers (46%) received between $2,000 and $5,- 
ooo. Nine years earlier, only 9.7% of the workers were in 
this group. 

The heavy impact of taxes on the higher or executive in- 
comes reflects more than just the growth of government and 





INCOME AND TAXES: 1940 AND 1950 


the high cost of war, hot and cold. The Board points out that 
in its computation, it is assumed that changes in its consumer 
price index for September, 1950 (preliminary estimate) ap- 
proximate the decline in purchasing power for high, as well 
as moderate income groups. 

It also reflects the longer-term trend toward taxing away 
more and more of the high-level incomes. An executive who 
received $100,000 ten years ago would have to receive 350% 
more today, or roughly $450,000, to maintain the same pur- 
chasing status. 


Tax Aid Urged As Part of Point Four 


American corporate enterprises should be granted tax ex- 
emption in the United States on capital invested in foreign 
countries as an integral part of the Point Four program, 
George F. James, chairman of the tax committee of the Na- 
tional Foreign Trade Council, Inc., contended recently. 

“After all, it is a good deal cheaper to have American 
private capital invested in so-called backward countries than 
tax-raised government funds and the chances are that the 
private capital will be more soundly invested,’ remarked Mr. 
James, who is also treasurer of the Standard Vacuum Oil Co., 
New York. 

“We are pressing our proposal that income derived by 
United States corporations from their foreign subsidiaries 
shall not be taxed at all by this country at the present time 
because we believe it to be parallel with the interest of the 
Administration in promoting Point Four. It is cheaper for 
the government to make a small concession to American in- 
vestors in foreign countries than to handle the whole thing 
with government funds,’ Mr. James declared. 

Developing this point, he remarked that it is not only in 
our own, but also in the national interest that American busi- 
ness capital should be invested in foreign countries. That is 
now the official policy, particularly in reference to undevel- 
oped countries, he said, but American capital will refuse 
to take the risk of investment in backward countries if the 
yield is going to be no higher than it would be if safely in- 
vested in this country. 

—PAUL HAASE 





Married Person, 2 Dependents 


Income 
Needed t 


Maintain 
1940 
Purchasing 

Power 
1,649 $ 
5,448 
9,367 

14,520 

19,830 

24,287 

31,421 

44,686 

59,126 

146,721 


Income 
After 
Taxes ; 
$ 1,000 $ 
3,000 
4,925 
7,295 
9,560 
11,322 
13,882 
17,857 
21,429 
36,259 


Income 
Before 
Taxe 
$ 1,000 
3000 
5,000 75 
205 
440 
678 
,118 
,143 
,571 
3,741 


7.500 
10,000 
12,000 
15,000 
20,000 
25,000 
50,000 


1 Computed at new rates io 
Source: U. S. Treasury Department; The Conference Board 


Loss 

Through 
Depreciation o 

Dollar 
649 
1,947 
3,196 
4,734 
6,204 
7,348 
9,009 
11,589 
13,907 
23,532 


Income 
After 
Taxes 


$ 1,649 $ 

4,947 

8,121 
12,029 

15,764 

18,670 
22,891 
29,446 
35,336 
59,791 


Taxes 


501 
1,246 
2,491 
1,066 
5,617 
8,530 
15,240 
23,790 
86,930 
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“TI am—in a nice way of course! You see, I handle figure 
work at my office. 

‘*That’s why I asked my boss to get me a new Comptometer. 
It’s wonderful!” 

(No doubt about it, you can’t beat the new Comptometer for 
handling all office figure work. Fast, accurate, economical!) 


“Naturally, my work must be accurate. With 
my new Comptometer, I can work at lickety- 
split speed . . . and know it wll be!” 
(Exclusive three-way error control prevents errors 
caused by faulty stroke . . . assures first-time 
accuracy!) 


“On every count, the new Comptometer is the answer 
to an operator’s dream! The colors, for instance, were 
selected to prevent eyestrain !”’ 
(Other features, too! Effortless Floating Touch! Giant answer 
numerals! Finger-form key tops!) 





And who is better qualified to judge the new 
Comptometer than operators who use this light- 
ning-fast adding-calculating machine? The new 
Comptometer handles office figure work with 





maximum speed and accuracy .. . with minimum 


effort and expense. For more information . . 
for a convincing demonstration . . . call your 
nearest Comptometer representative today. He’s 
as near as the nearest telephone! 


Comptometer 





REG. U. S. PAT. OFF. 





ADDING-CALCULATING MACHINES 


- 
2 new machines! sid sss ta ice aks danse Gaeeaee 


and sold exclusively by its Comptometer Division, 1734 N 
Paulina St., Chicago 22, Ill. Offices in all principal cities. 


WW. AYER & SON FELT & TARRANT 





Banking Looks to the Controller 


H. Frederich Hagemann, Jr. 


S AN INTRODUCTION to a talk the other 
A day, I heard the speaker refer to 
three particular phases of history as fol- 
lows: 


“Several hundred years ago, the mass 
mind—the man in the street-—became in- 
terested in religion and we had the Cru- 
sades; later the mass mind—the man in 
the street-—became interested in govern- 
ment and we had revolutions all over the 
world; today, the mass mind—the man in 
the street—is interested in economics and 
the outlook is not good.” 


People are more conscious of economics 
and even though they do not know a great 
deal about true basic economics, they know 
enough so as to be politically dangerous 
and to cause their representative in Con- 
gress to do things which would be better 
off not done. Furthermore, the public to- 
day knows more about war and various 
regulations and shortages which occur dur- 
ing war time, so between the smattering 
of economic knowledge and the greater 
familiarity with wartime conditions, the 
public will be harder to handle should the 
present Korean situation develop into 
World War III. 

These are striking times. As an idea as 
to what makes the present business situa- 
tion striking, let us look at the series of 
Federal Reserve figures listed to the right, 
which run over a period from 1940 to 
August 1950 and portray the existing dif- 
ferences in various indices then and now: 


FEDERAL RESERVE FIGURES FOR TEN YEAR PERIOD 


. Federal Reserve Bank Credit 
Outstanding (Approx.) 


. Bank Deposits and Money 
in Circulation 


. Total Loans and Investments 
All Commercial Banks 


. Consumer Credit 
Outstanding 


. National Debt of U.S. 
Government 


. Gross National Product 
(Annual Rate) 


. Industrial Production 
(Physical Volume) 


. Department Store Sales 
9. Consumers’ Prices 
10. Wholesale Prices . 


Present economic conditions, as revealed 
in these figures, show very clearly that the 
present war mobilization is starting during 
a period of extremely high activity and 
during a time when the credit structure is 
quite extended. Wars usually start in pe- 
riods of depression and both World War 
I and World War II came upon us when 
our economy was running at a relatively 
low speed in contrast to the greater activity 
at the present time. 

While the military engagement in Ko- 


H. FREDERICK HAGEMANN, JR., president of Rockland- 
Atlas National Bank of Boston, touched upon a phase of 
controllership that assumes importance in the light of the 
present unsettled world affairs when he delivered this paper 
at the Boston Control of Controllers Institute. Mr. Hagemann 
is a member of American Bankers Association Government 
Borrowing Committee and chairman of American Bankers 
Association National Committee on Treasury Savings Bonds. 
He serves as a director of two New England insurance com- 
panies as well as of the Boston Chamber of Commerce. 
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170 


65,000,000,000 


42,000,000,000 


50,000,000,000 


100,000,000,000 


1940 August 1950 


2,500,000,000 18,500,000,000 
170,000,000,000 
122,000,000,000 
8,200,000,000 19,200,000,000 
258,000,000,000 
270,000,000,000 
120 
112% 
100% 
78% 


200 

361% 
170% 
162% 


rea is on a limited basis, the evidence is 
that regardless of the outcome, this coun- 
try is in for a period of rather extensive 
preparation for defense. 

Our diplomatic commitments all over 
the world would appear to be way ahead 
of our military ability, and considerable 
catching up has to be done on the military 
side. It is estimated that the military ap- 
propriations alone for such a preparedness 
program would probably run between 30 
and 40 billion dollars yearly for the next 
few years at least, and these expenditures 
would be substantially higher if a full- 
scaled World War III were to break out. 

Under our present highly vulnerable 
conditions, war influences, government con- 
trols and inflationary pressures, bankers 
more than ever are relying on the control 
function in their corporate borrowers for 
the security of their loans. Due to the 
complexity and size of business, bankers 
can no longer rely solely on their knowl- 
edge of the individual. More and more in- 
formation, including complete audits and 
complete knowledge of the balance sheet 
and of the operating details, are required 
of the companies to whom they are lend- 
ing money. 

Character still remains extremely im- 








portant and Andrew Carnegie’s three C's 
—Character, Capacity and Collateral—are 
still the cornerstones of a good loan. It is 
impossible to place greater importance on 
any one of these than on the other, any 
more than you can place more importance 
on any one leg of a three-legged milk 
stool. 

In addition to good accounting and 
good auditing, we need good inter preta- 
tion of figures and good action on the part 
of management. The control function is 
considered by bankers an absolute necessity 
to effective business management. 

In looking into definitions of a ‘‘con- 
troller,’ I was particularly impressed by 
the following: 


"The term comptroller was once nearly 
synonymous with auditor, but the comp- 
troller today has discretionary and execu- 
tive duties which the auditor has not.” 


In fact we have come to feel that the 
controller should be a part of top manage- 
ment and familiar with everything going 
on throughout the organization as well as 
equipped with knowledge of these many 
factors which are of greater importance 
than ever today: 

Inventory Valuation, Taxes, Labor Re- 
lations, Product Research, Proper Cost 
Accounting (Depreciation, Obsolescence, 
Overhead), Government Controls, Alloca- 
tion (Rationing and Price Controls), In- 
surance Coverage, Forecasts (both Income 
and Expense), Cash Flow Sheets, Ade- 
quate Working Capital and Sound Capital 
Structure. 

The controller's value can be greatly in- 
creased if he can participate in the discus- 
sions leading up to important decisions, 
and be a part of the decision-making 
machine ‘ad not merely report to top man- 
agement. 

Management and bankers are both aim- 
ing at the same thing—namely, to have a 
company which is successful, profitable, 
and solvent, and a company able to bor- 
row intelligently and able to pay loans 
when due. 

While often our contact is not directly 
with the controller, a good strong control- 
ler is a comfort to any banker and the 
banker, through his knowledge of the 
company, can soon discern whether the 
company has a controlled operation which 
really functions. We feel when the con- 
troller is a part of top management, he can 
perform his control duties to his best ad- 
vantage. 

With regard to Working Capital and 
Capital Structure, controllers can be of 
extreme help in their projections in seeing 
that adequate working capital is provided 
for the business and that it is secured by 
the proper medium. 

With regard to interest rates, it would 
appear that, due to the heavy borrowing 
which is going on and the relatively high 
level of loans, we may have a slight firm- 
ing in short-term rates. The Federal Re- 
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serve Board is seriously concerned about 
the development of an inflationary trend, 
and has recently raised the rediscount rate 
to 134%, and has permitted the short-term 
rate on Government Securities to rise from 
114 to 134%. There is a possibility, in 
order to further control bank lending, that 
the Federal Reserve Board may raise the 
reserve requirements of member banks. 
Should reserve requirements be increased, 
there would no doubt be an immediate in- 
crease in bank loans of 149% on the top 
credits to possibly 14% or more on the 
smaller va less desirable credits.* 

Briefly in conclusion, in regard to taxes, 
the Congress is trying to tread a narrow 
path so as not to tax too much or too little. 


If taxes are too little, the inflationary 
forces may get further out of hand and if 
taxes are too heavy the economic system 
might be stalled with serious consequences. 
It would seem that the Administration 
took the proper stand in not rushing into 
an excess profits tax because of the great 
difficulty of getting a fair base. The dif- 
ficulty of getting a proper base is certainly 
well known to all of us. 

*Since this talk was given in September 
1950, the Federal Reserve Board has taken 
further action to tighten credit, having let 
short-term rates rise further and having in- 
creased reserve requirements of member 
banks. —THE Epirors. 











four freedoms: 


. freedom 
. freedom 
. freedom 





Because of increasing complexity in the functions of manage- 
ment, business executives welcome and praise any real effort to 
help them based on fundamentally sound principles. 

For instance, there are times when top executives are in close 
contact with printers—when corporate financing, merger or 
reorganization is concerned, also when an annual report or im- 
portant message to stockholders or labor is being prepared. We 
are so widely favored in such work because we have always 
followed certain basic principles that offer concrete advantages 
to our customers. Not the least of these advantages are these 


. freedom from bothersome detail 
from unkept promises 
from waste motion 


from uncertainty 


We offer management at the top level a thorough understand- 
ing of their financial printing needs and a near-perfect organi- 
zation with which to meet them. As the officer of an outstanding 
manufacturing company said to us recently, “Dealing with you 
is different from any other printer-relationship we ever had. 
You're like professional people”. 
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NEW YORK (6): 


130 Cedar Street + 


WOrth 4-3760 


CHICAGO (5): 732 Sherman Street * WAbash 2-400! 


Registration statements, prospectuses, S.E.C. reports, 1.C.C. applications, purchase 


agreements, indentures, 


listing applications, 


annual and periodic stockholder reports, 


proxy statements, plans of recapitalization and related corporate and financial printing. 





UARCO 


Portable Registers 
and Forms 


eed on daial 


for everyone concerned! 


Four of them—see at left—for four people in your 
firm, the same day a shipment arrives. And made in 
a single writing on a Uarco Portable Register! 


Portable means on-the-spot writing, and this handy 
register goes anywhere your clerk goes on the 
receiving dock. Loaded with Uarco Receiving Report 
Forms pre-printed so that the writing is greatly 
simplified and speeded up. Uarco designs these 
forms to supply full information. Each copy is 
labeled and colored for fast office routing. 


Result: prompt action and notification to all concerned. 
The right people know what has come in. . . where 
it’s stored .. . and they know it right away! 


Uarco designs these Receiving Report Forms to 
meet any special requirements. To break up your 
receiving dock bottleneck . . . call a Uarco 
Representative, today. 


Factories: Deep River, Connecticut; Cleveland, 
Ohio; Chicago, Illinois; Oakland, California— 
Sales Representatives in All Principal Cities 





UARCO Incorporated 

Room 1622, 141 W. Jackson Bivd. 

Chicago 4, Illinois 

Please send samples of Uarco Receiving Report 
Register Forms. 


UARCO 


ih fee) ite] 7 bate) 


f 
Business Forms ! 


Beating the Paper Blitz 
(Continued from page 167) 

When finally half the girls were trans- 
ferred to other work, production more 
than doubled, quality rose to its highest 
level, and all the girls, honestly busy, were 
much happier in their work. Smooth flow 
or balance is important especially in paper- 
work. 

Our third principle is: “ Activity should 
be as simple as possible.” In examining 
countless paperwork systems in business 
and industry, I have been reminded of 
Rube Goldberg's cartoons illustrating ex- 
tremely complex and involved ways of ac- 
complishing very simple results. 

The study of a receiving system in an in- 
dustrial plant illustrates how paperwork 
simplification and the application of our 
third principle not only eliminates waste 
from our paperwork, improves production 
and quality, but facilitates the elimination 
of many elements of waste in productive 
functions. The purpose or objective of the 
system was: 


1. To provide facts regarding thou- 
sands of items received; 

2. To aid in the control of the quantity 
and quality of materials received ; 

3. Facilitate the storage and prompt 
availability of the materials to the proper 
production department ; 

4. Relieve procurement of further re- 
sponsibility ; 

5. Enable accounts receivable to pay for 
the materials; and, 

6. Help the cost and other departments 
to carry out their functions. 


The old system, which had grown up 
over the years to meet varying require- 
ments, included three separate forms 
which had to be written for each shipment 
involving seven copies all together, and a 
ten-copy summary of all shipments re- 
ceived which was used to advise the inter- 
ested parties. 

Becduse the information had to be writ- 
ten four times, there were many errors in 
transcription and long delays before the 
final ten-part summary could be com- 
pleted. 

The laboratory, which was supposed to 
control the quality of many of the items re- 
ceived, frequently did not receive its copy 
of the summary report until the items were 
already being used. 

In many cases, department heads had to 
search through 30 or 40 items on the sum- 
mary sheet to find whether or not the one 
item in which they were interested had 
been received. 

In the various accounting departments, 
the use of the summary report added sub- 
stantially to their work A: cn handi- 
capped their functioning. 

A simple eight-part form completed im- 
mediately after the receipt of the shipment 
eliminated rewriting the information three 
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times with the three opportunities for 
transcription errors, advised all interested 
parties promptly as to the receipt of each 
shipment, enabled the laboratory to ‘test 
required items for quality before they had 
been used, and saved many hours of un- 
necessary work in purchasing, production 
and accounting departments. 

As in this case, it is almost invariably 
true that simplification through elemina- 
tion of waste improves not only produc- 
tion but quality as well. 

These three principles covering the 
technique of Work Simplification are 
simple enough to be understood and used 
by the average person to measure the effec- 
tiveness of almost any work activity. 

These principles, and the technique, are, 
as can be seen, a simplified version of mo- 
tion study. Contrary to many mistaken con- 
cepts, motion study as conceived by the 
Gilbreths, is not limited to the activity of 
an individual at a work place. One of the 
most important tools of motion study, de- 
veloped by Frank Gilbreth, is the flow- 
process chart, a simple device for visual- 
izing and measuring, chronologically, 
every detail in an over-all process or pro- 
cedure. It is, in reality, the ‘‘steam-shovel”’ 
approach to the elimination of waste as 
compared with the “hand-shovel’” or “‘tea- 
spoon” approach used in examining the 
individual operation. 

The flow diagram is a scale layout of the 
work area with the flow of work within 
the area shown by various line patterns. 
The five-step pattern is a simple, logical 
approach to the analysis of any problem. 
The steps are: 


1. Select or pick a job. Define the prob- 
lem. 

. Get all the facts. Break the job down. 

. Question each detail for possible im- 
prot ements. 
Develop agreement as to the best way 
as of right now. 

. Apply the improved method and fol- 
low through to evaluate the results and 
make further improvements. 


Expressed in various terms, this is a 
basic approach used in many fields. Its 
value lies in the fact that it provides a 
basically sound, orderly approach. 

Each of the so-called laws, or methods, 
of making motion study effective, may be 
classified under one of the three principles. 

As usual, we have devoted three prin- 
ciples to the mechanics and only one to 
the important part of Work Simplification 
—the human side. The emphasis must be 
in the opposite ratio. The human relation 
aspect is at least 75% of the job in Work 
Simplification. 

Our last and, by far, most important 
principle is: “The individual produces 
most effectively in terms of quantity, 
quality and cost only when personal satis- 
faction is derived through participation 
from the job.” Before “personal satisfac- 
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In his attempt to protect 

himself from misfortune and 

the forces of nature, man has 
adopted many curious practices. 4 


ROOF TREE 


ee practice of attaching 


the branch of a tree to 
the roof of a newly framed 
building apparently origi- 
nated from the ancient be- 
lief that trees were inhabited 
by spirits which had the 
power to bestow good luck 


and happiness. 


Topay, businessmen, their architects and engineers 
specify Contract Bonps for sure protection against 
loss due to non-completion of a contract. If you 

have a new project under consideration have our 
agent in your community arrange this vital 
protection for you. Call him before your 
specifications are drawn up! 


AMERICAN SURETY GROUP 


AMERICAN SURETY COMPANY 
NEW YORK CASUALTY COMPANY 
SURETY FIRE INSURANCE COMPANY 


100 Broadway, New York 5, N. Y. 


FIDELITY * SURETY + CASUALTY » INLAND MARINE + ACCOUNTANTS LIABILITY 





Count the house 


(or sales slips, coupons, checks, bills, forms) 


without Counting! 


Let the Tickometer do it . . . automatically and 
accurately, at 500 to 1,000 items per minute—far faster 
than anybody can count by hand. And records both 
full or partial counts on visible registers . . . It is also 
equipped to imprint, endorse, or cancel the checks, 
tickets, or forms counted. 

The Tickometer is easy to set, easy to use, does not 
require any special skill or proficiency, can be operated 
by any office worker . . . It is now saving thousands of 
man-hours formerly lost in manual counting, in banks 
and businesses all over the country. 

The Tickometer is rented,-never sold . . . does not 
require investment outlay or a costly installation. Ask 
the nearest Pitney-Bowes office to show you how the 
Tickometer can save in your business... or send the 
coupon for free booklet. 


PITNEY-BOWES 


TICKOMETER 


Counting, Imprinting Machine 


Made by the originators of the postage meter... 
Offices in 93 cities in U.S. and Canada. 


PITNEY-BOWES, Inc. 
3088 Pacific St., Stamford, Conn. 
Please send illustrated Tickometer booklet to: 


eee 
Firm 
Address. 
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tion” can play a part, fear must be re- 
placed by mutual understanding and con- 


| fidence. Understanding and confidence 


must permeate the organization from top 
to bottom. When this situation exists, par- 


ticipation in the elimination of waste will 


be carried on enthusiastically and will pro- 
vide the opportunity for self-expression, 


| accomplishment and recognition, provide 


job interest and develop enthusiastic co- 
operation. The individual, equipped with 
the technique and tools to eliminate waste 
and make improvements, has a tremendous 
satisfaction in initiating changes and de- 
veloping better methods. 

The change in attitude, the effective 
teamwork resulting from participation, is 
well expressed as, “The difference between 
enthusiastic cooperation and dignified ac- 
quiescence. 


!S WORK SIMPLIFICATION EFFECTIVE? 


Of course, proof of the pudding is in 
the eating. The best answer to the ques- 
tion, “Is Work Simplification effective ?” 
is to consider results achieved. 

In our own plant where participation 
has been stimulated for more than ten 
years through the practice of multiple 
management, Work Simplification carried 
down to the operator level is credited with 
a substantial contribution to a 20% in- 
crease in productive capacity. 

Another large company carried work 
simplification training down through its 
various levels of supervision. Its people 
were taught the use of the principles and 
the simple tools of Work Simplification 
the flow process chart, the flow diagram 
and the five-stcp analysis pattern. 

Work Simplification proved sufficiently 
effective with the supervision to encourage 
the management of this company to carry 
the training down to the workers in one 
division. At the close of a recent twelve- 
month period the score stood—about five 
proposals for improvements per supervisor 
trained—more than four times as many or 
22 proposals for improvement per opera- 
tor trained. When the workers had an op- 
portunity to express themselves, to say 
something about their work, create new 
ideas and be recognized for them, they 
literally ‘‘ran away with the ball.” 

In summary, the immediate result of Pa- 
per Simplification is a better product at a 
lower real cost. The long-term result is the 
widespread growth of a feeling of ‘‘be- 


| longing,’’ of being ‘important’ to a sound, 


profitable, growing business which pro- 
vides the only true, permanent security 
without a sacrifice of freedom. 

NOTE: For those interested in details 
regarding the technique and application of 
Paperwork Simplification, there are several 
booklets available on the subject which 
may be obtained by addressing The Man- 
aging Editor, THE CONTROLLER, One 


| East 42nd Street, New York 17, N.Y. 
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Stock Purchase Programs 


(Continued from page 156) 


Where stock is subsequently retired the 
entries are as follows: 


Treasury stock $100 


Capital stock $100 


To reduce capital stock account by the 
amount of retired treasury stock. 

Other entries would be used if stock 
were purchased at a premium over par 
or stated value. Surplus in most state cor- 
porate regulatory codes is restricted to an 
amount equivalent to the cost of the re- 
acquired treasury shares. Dividends cannot 
be paid from surplus thus restricted. 

One example of a stock purchase pro- 
gram is that followed by the Great Lakes 
Engineering Works. This company in its 
1949 fiscal year purchased 5,905 shares 
of its common stock at $11.98 per share. 
In previous years a total of 28,127 shares 
were purchased and held as treasury stock. 
Its stock purchase program therefore had 
continued for some years prior to 1949. 
The profits to the company on the basis of 
its purchase of 5,905 common shares at an 
average price of $11.98 per share, of an 
annual dividend of $.75 per share, of per 
share earnings of $1.15 and of a book 
value of $18.37 per share appear below: 


The results of this actual stock pur- 
chase program for the fiscal 1949 year 
are: the company’s earnings per share 
were increased in 1949 by 4.4 per cent; 
the investment of $70,740 resulted in a 
nontaxable capital gain of $37,733 or of 
53 per cent on the amount invested. This 
gain is equivalent to $60,860 obtained 
from operations prior to deduction of 
taxes. This gain is made but once—at the 
time of the purchase of the shares. But 
the increase in earnings is a recurring an- 
nual effect. 

Since this company follows a policy of 
annual stock purchases the results arc 
magnified as each year passes because book 
value and earning power are greater and 
in this case the market value has remained 
approximately the same. This program of 
the Great Lakes Engineering Works and 
programs of other companies pursuing 
annual stock purchases help to stabilize 
market prices of remaining outstanding 
shares. The price range of the common 
stock of the Great Lakes Engineering 
Works is as follows for the last six years:* 

‘During this same period the Dow-Jones 
industrial average fluctuated 45 per cent. 


EXAMPLE OF A COMPANY’S STOCK PURCHASE PROGRAM 


Shares out- 


standing 
after 

purchase 

135,968 


No. of 
share ) 
Amount 
$70,740 


purchased 
5,905 


Book value 
increase 
per share 
of remain- 
ing stock 
$.278 


Dividend 
increase 
per share 
of remain- 
ing stock* 
$.032 


Earnings 
increase 
per share 
of remain- 
ing stock 
$.05 


* Assuming same total dollar dividend amount is paid out. 
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GREAT LAKES ENGINEERING WORKS 
COMMON STOCK, BY YEARS 
1945 TO 1950 
(In dollars) 
High Lou 
13, 13 
14% 1244 
134 ul, 
1948 1134 ly, 
1949 124, 11y, 
1950* 12 11% 
* To September 1, 1950. 
Source: Moody's Industrials, 1950, p. 369 ex- 
cept 1950 data obtained from a stock dealer. 


Year 
1945 
1946 
1947 


The above example is not an unusual 
case. If we had used American Ship Build- 
ing Co. we would have found that the 
nontaxable gain from the 1949 purchase 
of its own shares would have represented 
an increase of 100 per cent on the amount 
invested or of $150,000. An equivalent 
taxable gain from business operations 
would have had to amount to $240,000 
to have equaled this capital gain. Selby 
Shoe Co. in 1949 purchased 3,964 shares 
of stock at about $16 per share on which 
its nontaxable gain equaled $117,000 or 
175 per cent. A taxable profit from opera- 
tions would need to have amounted to 
$190,000 to have equaled this amount. 

Examples used have been illustrations 
of moderate annual purchases of com- 
mon shares. Sometimes large proportions 
of outstanding shares are purchased at one 
time for retirement. This procedure has 
been followed by Thor Corp., Colt’s 
Manufacturing Company and many other 
companies. Pullman Incorporated has in 
the last four years purchased for retire- 
ment approximately 50 per cent of its 
outstanding common stock or about one 
million shares. This policy has increased 
the book value of the common shares 20 
per cent or to more than $65 per share. 
Earnings per share likewise are greater 
than they otherwise would be—also by 
20 per cent. And yet the company main- 
tains a strong working capital positign, 
net current assets alone amounting to 
$116 million. 

Insofar as the corporation is concerned 
the gain arising from the repurchase of 
shares at less than book value is not sub- 
ject to corporate income tax. However, if 
the stock purchase program is handled by 
means of a tender plan, careful techniques 
must be followed so that the stockholder 
will be able to enjoy a capital gain basis 
of accounting for the transaction. Where 
stock is re-acquired by the corporation 
through open market purchases, the tax 
problem of the stockholder does not arise. 

Generally a company does not buy in 
its stock unless the per share purchase 

rice is lower than its book value and the 
00k value per share of remaining stock 
is thereby increased. There is little ques- 
tion that this is a desirable method of 
py 06 when it is expected that 
the funds can be better used elsewhere by 
stockholders. 




















YOUR RETIREMENT PROGRAM 


SHOULD BE GEARED TO YOUR COMPANY EARNINGS 


IF your company 
EARNINGS ARE STEADY 


Your company probably can afford 
the permanent commitment of an 


adequate pension system. 


IF your company 


EARNINGS ARE ERRATIC | 


Your company probably can best 
solve the retirement problem 
through a deferred profit-sharing 
trust—or a combination of a modest 
fixed pension commitment plus a 
profit-sharing retirement plan. 








FIND OUT what plan 

BEST fits your business Write or call the 

PENSION TRUST DIVISION 

City Bank Farmers Trust Company or 
The National City Bank of New York 
There is no obligation, of course, Ask for our Pension Booklet C3 


Let us help you with complete 
analyses, including cost estimates. 











We Act As Trustee Under Pension Plans and as Agent for Individual Trustees 
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HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 
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al, makes forgetting 
more difficult. 
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THE SCIENTIFIC APPRAISAL OF MANAGEMENT* 
By Jackson Martindell 


Reviewed by J. B. FENNER 
Treasurer, The Electric Auto-Lite Company 
Toledo, Ohio 

In this book, Mr. Martindell seems to 
lend emphasis to the reports of Dun & 
Bradstreet which indicate that over 75% 
of the business failures in our country are 
directly attributable to mismanagement. 

“Management” takes in a_ terrific 
amount of territory and the larger the 
business, the more involved it becomes, 
all of which is recognized and quite ade- 
quately treated by Mr. Martindell in his 
book under such subjects as the Board 
of Directors, Financial Administration, 
Dividend Policies, Production Manage- 
ment, Research, Sales Management and 
many other related outlets of managerial 
control in the modern business. 

The subject matter is adequately illus- 
trated by concrete examples out of the 
author's storehouse of valuable experi- 
ence over many years with representative 
business of various kinds with which he 
has had experience. Mr. Martindell does 
not pull any punches in pointing out the 
weaknesses of management, and nobody 
should read this book if he is thin skinned 
or unwilling to admit that his method of 
managing the business may not ke subject 
to correction. On the other hand, if the 
person in a management position will go 
over the book with an open mind and 
profit by the information and experiences 
presented, he should make a better man in 
the handling of his responsibilities. 

The experienced accountant may take 
exception to Mr. Martindell’s reference 
to the “mythical protection” of the Lifo 
system of recording inventories but, never- 
theless, reasons are given as to why that 
and other special accounting treatments 
are not a panacea for business ills. While 
we may not agree with Mr. Martindell in 
some of these theories, we can at least 
appreciate that he is a man with enough 
experiences to have definite and worth- 
while conclusions to offer, so that it is a 
fine workout for our own. understanding 
of management to read his book and 
profit by the contents. 

Not to be overlooked is the appendix 
which outlines what the author terms 
“The Objective Method of Management 


Audit.” This condensed series of ques- 
tions totaling 301 in all, if honestly filled 
out, gives a very comprehensive under- 
standing of what is going on in the aver- 
age business from the management level. 

The book deserves wide circulation not 
only among people in the upper brackets 
of business management but all down the 
line, especially to those who are willing 
to improve their methods, profit by ex- 
perience of others and everybody who 
wants to improve their position in the 
line-up in this very important field. 

* Publisked by Harper & Brothers, Neu 
York. $4.00. 


TAX PLANNING— 
EXCESS PROFITS 


By J. K. Lasser and William J. Casey 


In this manual the authors’ aim is to 
help a company determine its position un- 
der the Excess Profits Tax of 1950 and 
also to help in planning business and fi- 
nancial policies under that tax, in addition 
to computing liability and filing returns. 
The manual provides an analysis of the 
new statute in the light of the court de- 
cisions and rulings under earlier excess 
profits laws. 

As an aid to business and financial plan- 
ning, there is a detailed check list of how 
various business transactions and decisions 
can increase or reduce excess profits lia- 
bility. A chapter on the arithmetic of the 
excess profits tax is included to help the 
business executive gain policy bearings. 

The authors have built their working 
methods and procedures around the ex- 
cess profits return Schedule EP, which was 
prepared by the Bureau of Internal Reve- 
nue and, which, as the authors point out, 
is itself a good work sheet. 

The present manual was published on 
February 15 and is labeled a first install- 
ment since subsequent to that date the 
Personal Service hails PS, and the con- 
solidated return form, were expected to 
become available. 

Published by Business Reports, Inc., 225 
West 34th St., New York. $20.00 to subscriber 
of Lasser Reports, $24.00 to nonsubscribers. 
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Each bundle 
was a 
bookkeeping 
headache... , 


Another example of the way 
Recordak microfilming is in- 
creasing efficiency in 65 
different types of business . . 
thousands of concerns 


It used to be necessary 

for laundry bookkeepers to 

make a ledger listing of 7 

or more different items for each 

bundle of wash. The customer’s name, . 
address, laundry mark, total charges, ete., all 
had to be copied from the laundry ticket, which 
was prepared when the bundle was received at 
the plant. A lengthy, tedious—and costly—job 
of duplication when you consider that a fair- 
size laundry handles two thousand or more 
bundles of wash per week. But, now there’s a 
much easier way. 


Now ... bookkeeping costs are being cut 
as much as 50% by laundries who have put 
an economical Recordak Microfilmer on the job. 
A clerk simply lists the total-charge figures on 
an adding machine (for the daily tally) . . . and 
drops the tickets into the microfilmer. Thus, the 
laundry gets a photographically accurate and 
complete record—5,000 or more items on one 
small roll of film. And each tiny picture appears 
needle-sharp when it’s viewed—greatly enlarged 
—in the Recordak Film Reader. 


7 
pauapey 
RE U.S-A- 


ENTRAL 
OANYWHE 


Regardless of your type of business .. . or 
its size . . . you should investigate Recordak 
microfilming soon. Why?— 

Because .. . you'll probably find 
that it is simplifying accounting 
routines similar to some of yours. 


... because it provides extra protection for your 
vital business records. 


-«. because it cuts filing space requirements as 
much as 99%, 

e+» because it offers you the fastest, most eco- 
nomical method of document reproduction. 


Write today for a free copy of “50 Billion Records 
Can’t Be Wrong.” It gives detailed information 
on microfilming systems . . . and the complete 
line of Recordak Microfilmers — now offered on 
an attractive purchase or rental plan. 

Recordak Corporation (Subsidiary 

of Eastman Kodak Company), 

444 Madison Avenue, New York 

24, Rak. 


*Recordak” is a trade-mark 


=RECORDPK 


(Subsidiary of East Kodak Company) 


originator of modern microfilming — 
and its application to accounting routines 











First Choice 
of Executives 
in Washington 





Distinctive service and com- 
fortable living . . . mere min- 
utes from government agen- 
cies and executive offices 

. in walking distance of 
financial district, dep 7 
stores, theatres. These are 
but a few reasons why 
visiting executives stay at 
The Carlton—first choice in 
Washington. 


THE HOTEL 





Cities 


16th & K Sts., N. W. 


i 
” 
FRANK E. WEAKLY 


President 
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put ‘er here, 
partner! 


500,000 Mail boxes in 
the United States are your part- 
ners in the fight against cancer. 


A contribution addressed to 
“Cancer” in care of your local 
post office will help guard your 
family, yourself and your com- 
munity 

Next time you see a mail box, 
“put ‘er there, partner!” ... as 
generously as you can. 


MANAGEMENT ACCOUNTING 


Published by the Anglo-American Council 
on Productivity, 2 Park Avenue, New York. 
Can be obtained free of charge from the 
Anglo-American Council.) 

From the productivity report, Manage- 
ment Accounting, we reprint the follow- 
ing observations and “‘typical organisation 
chart.” That “'s” in “organisation” is an 
immediate clue to the fact that this is a 
British view of American industry. But 
more of that in a moment. 

Meanwhile, we quote: 

“The financial accounting and costing 
functions are strongly represented at top 
executive level in America. The majority 
of companies have a treasurer and a con- 
troller. In some large companies there is a 
financial vice-president as well as a treas- 
urer and a controller. The controller often 
has under him a chief accountant. The 
distinction between the names and rela- 
tive positions of the two functions are 
significant. The controller, as his name 
implies, is much more concerned with 
control through figures than with mere 
recording and he is always senior of the 
two. 

“The controller is normally responsible 
for all accounting and costing functions, 
for budgeting, for measuring performance 
against approved operating plans and 
standards and for reporting and interpret- 
ing the results of operations to all levels 
of management. He is constantly in touch 
with the problems that face management 
and is used by his colleagues to provide 
information at the very earliest stages of 
policy formation. This has had profound 
effects on the attitude of the controller to 
his procedures and he has developed the 
interpretative function of accounting and 
relegated the recording function to a sub- 
ordinate position. 

“All the organisations studied empha- 
sised that the controller belonged among 
top management. Both management and 
accounts realise that the primary purpose 


of accounts and costs should be to guide 
management in planning the future. This 
realisation springs from the desire of 
management to base its decision on facts 
and reasoned forecasts. In spite of this 
acceptance, in principle, of the controller's 
function, many controllers realise that 
they must never lose sight of the need 
to show how figures and statistics can 
contribute to effective management. 
“There is an increase in the practice of 
agreeing a budget of expenditure or a 
standard of performance with the indi- 
vidual at each level and then comparing 
the actual performance with the agreed 
budget or standard. This practice is not 
limited to firms that have adopted systems 
of ‘‘standard cost control” in the form 
usually associated with that description. 
The advantage of this development is that 
as the individual manager, whatever his 
level, knows his responsibilities and the 
limits of his power, he feels a freedom 
and a confidence that let him get on with 
the job. This is one of the main reasons 
for the vigour of American management. 


PROVISION AND USE 
OF INFORMATION 


“The presentation of information to the 
board and to top executive management 
is fundamentally different. 

“In most instances the board receives 
long tabulations of figures in great detail. 
These reports always include a balance 
sheet, profit and loss account, and often 
the position of stocks, disposition of funds 
or working capital, capital expenditure, 
forward commitments, sales, production, 
and other appropriate statistics. The board 
lays great emphasis on keeping stocks at 
the right economic level, and exercises, 
on the whole, a tight control over capital 
expenditure. The board is primarily con- 
cerned with the financial results and ex- 
pects to be supplied in detail with a great 
deal of financial information. 


TYPICAL ORGANISATION CHART 
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“Top executives, while naturally re- 
ceiving copies of board reports and being 
briefed to discuss them with the board, do 
not regard these as their prime control 
statements. Forecasts and budgets are used 
extensively and are revised or recast as 
circumstances demand. This occurs with 
surprising frequency. Senior management 
pays far more attention to forecasts than 
to past results. It is interested in the latter 
chiefly as a means of setting targets for 
the future and controlling subordinates. 
The nearer a manager is to the shop floor 
or to the customer, the more he is inter- 
ested in current results as a guide to im- 
mediate action and because he knows that 
his effectiveness will be judged by his 
success in reaching the target. 

“An interesting feature of several of 
the control statements was the variety of 
comparisons made. To control the execu- 
tion of policy, the expenditure, sales, and 
profit are, in most instances, compared 
with at least a short-term budget and 
often with a long-term budget. The senior 
executives receive detailed profit and loss 
accounts for each division of the com- 
pany’s business. These are in many cases 
accompanied by schedules to show the 
standard cost of sales analysed by product 
and by territory. The profit and loss ac- 
counts and balance sheets are compared 
with the forecasts and in some instances 
with the previous month and the corre- 
sponding month of the previous year. In 
one or two instances it is the practice to 
accompany the profit and loss accounts 
and balance sheets with projected balance 
sheets and profit and loss accounts for the 
next three months. 

“The practices in the companies visited 
ate as varied as in a similar group of com- 
panies in Great Britain, but the general 
standard of management information is 
higher. Advanced companies are making 
great efforts to reduce the routine reports 
given to the officers and senior executives. 
The most valuable information is con- 
veyed to them in frequent discussions with 
the controller and his staff and in special 
reports dealing with current problems and 
likely developments. Summaries are pre- 
pared of the detailed operating results 
from the production shops for top man- 
agement, and are accompanied by a verbal 
explanation.” 

And now to identify those observations 
further: Management Accounting, from 
which they are taken, is a report, by a spe- 
cialist team which visited the U. S. A. in 
1950, for British consumption. 

It provides excellent perspective on our 
control methods, policies, results. It is 
heartening reading, in one sense; enlight- 
ening, in another. 

American controllers and financial offi- 
cers should: 

1. Review it themselves 

2. Pass one or more copies to staff and 
line members of their teams. 

—PAUL HAASE 
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Help 


F oreign Trade 


Helping importers and exporters to 
solve the complex problems of 
foreign trade is one of Guaranty 
Trust Company’s most valued 


services. 


Through our branch offices in 
important European cities and our 
correspondent relationships with 
leading banks throughout the world, 
we are able to deal capably and 
realistically with many trading 
problems at their source. Our 
accurate, up-to-date knowledge 

of exchange restrictions and other 
matters pertaining to foreign trade 
are of great assistance in 
expediting import-export 
operations. 

We invite foreign traders to 


confer with us and to make full 


use of our extensive service. 


Guaranty Trust Company 
of New York 
Capital Funds $374,000,000 


140 Broadway, New York 15 


Fifth Ave. at 44th St. 
New York 18 
LONDON 


32 Lombard St., E. C. 3 
Bush House, W. C. 2 


Madison Ave. at 60th St. 
New York 21 


4 Place de ta Concorde 


Rockefeller Plaza at 50th St. 
New York 20 


PARIS BRUSSELS 
27 Avenue des Arts 


Member Federal Deposit Insurance Corporation 





THEME: 
kK NATIONAL ECONOMY 
MARTIN R. GAINSBRUGH, chief 
economist of the National Industrial 
Conference Board, will sound the 
keynote of the following sessions at 
the Friday luncheon discussion of 
“Our Changing National Economy.” 
ANTITRUST LAWS 

> —AND PRICES 

make up the Friday afternoon topics 
to be covered by these speakers: 
COL. H. A. TOULMIN, JR., attorney 
at law, Toulmin & Toulmin, Wash- 
ington, telling “What Our Antitrust 


Are Doing to _ Business,” 
followed by 


Laws 


* 


WALTER H. DUPKA, price consult- 
ant, Economic Stabilization Agency 
(on temporary leave from Jones & 
Laughlin Steel Co., Pittsburgh) whose 
paper will cover many angles of the 
“Price Problems” confronting us now. 
INTERNAL 


> CONTROL 


JOSEPH PELEJ, partner, Price, Wa- 
terhouse & Co., New York, examines 
“Certain Practical Aspects of Inter- 
nal Control” in the Saturday morn- 
ing session when he co-stars with 
speakers McANLY and CROSS.* 
ACCOUNTING 

> PROBLEMS 

T. COLEMAN ANDREWS, Virginia 
CPA and president of AIA, will ad- 
dress the Saturday luncheon on “Ac- 
counting Problems in the Emergency 
Economy,” after which the after- 
discuss taxes. 


noon session will 


* 


MARK E. RICHARDSON, partner, 
Lybrand, Ross Bros. & Montgomery, 
Washington, tells of “Relief Provi- 
sions of the Present Federal Excess 
Profits Tax Law” with two panel 
speakers, PETERSON and GRIMES.* 


TAXES 


A Galaxy of Speakers at the 
Eastern Controllers Conference 


The Baltimore Control of Controllers Institute has as- 
sembled an outstanding group of authorities on highly pro- 
vocative and timely subjects for the forthcoming Eastern 
Conference, sponsored by the Control at the Hotel Sheraton 
Belvedere in that city. 

The conclave will open on Friday, April 20, and close 
the following evening, Saturday, April 21, with the high- 
light banquet at which, it is reported, there will be a com- 
plete ‘change of pace.” 

Jevial Gene Flack (smiling above), sales counsel and di- 
rector of advertising of Sunshine Biscuits, Inc., New York, 
has been chosen for one of the speakers and will provide a 
more than ample spicing of humor and inspiration. 

Speakers scheduled for the Conference session have de- 
veloped the whys and wherefores of these problems of con- 
cern to every corporate controller and financial officer: 
What's new in controls—wage, price and material; govern- 
ment contracts; our changing national economy; antitrust 
laws and their effects; inventory valuation; internal control 
and accounting; and last, but by no means least—TAXES! 


Baltimore, April 20-21 


* ABOUT THE OTHER SPEAKERS 


H. T. McANLY, resident partner, Ernst & Ernst, Cleveland, 
will stress the “Need for Uniformity in Inventory Valuations.” 


RICHARD B. CROSS, chairman of the Navy Renegotiation Divi- 
sion, Armed Services Renegotiation Board, will give the many 
details concerning “Renegotiation of Government Contracts.” 


C. RUDOLF PETERSON, attorney at law, Lee Toomey & Kent, 
Washington, will speak on “Existing Federal Tax Laws and Pos- 
sible Future Changes in Tax Structure” in the Tax session. 


EDMUND L. GRIMES, vice chairman, Federal Tax Committee of 
Controllers Institute, and executive vice president, Commer- 
cial Credit Co., will report on the committee’s activities. 
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Defense Mobilization 
(Continued from page 163) 


in the present emergency and in the event 
of war, and to decide in advance on cases 
where deferment should be requested. 

11. Certain business organizations in met- 
ropolitan areas are making plans and is- 
suing instructions to help safeguard em- 
ployes and prevent panic in case of enemy 
attack. 

12. Duplication and dispersal of vital rec- 
ords, usually by means of microfilms, has 
become a widespread practice, particularly 
on the part of companies with headquar- 
ters in large cities: 


COMPANY ACTION 
More important than general conclu- 
sions are examples of specific actions which 
companies are taking to ready themselves 
for a semi-war economy. The report con- 
tains a picture of defense mobilization in 
six companies. These case studies cover 
the following fields: 
(1) Manufacture of industrial and 
heavy construction equipment, (2) 
manufacture of chemical products, (3) 
manufacture of office equipment and 
supplies, (4) manufacture of vehicles 
and machinery, (5) manufacture of 
plastics products, and (6) an integrated 
oil company. 


Finally, as an aid to management think- 
ing about mobilization, the report includes 
an extensive preparedness check list for 
management compiled by the Munitions 
Board. The Munitions Board explains: 
“Full and thorough investigation of the 
plant’s actual and potential resources to 
the extent suggested in the check list 
would require considerable time and ef- 
fort. However, not all questions are equally 
applicable to all types of industrial con- 
cerns. The check list aims to be suggestive 
rather than to present a hard-and-fast 
method of approach to be applied identi- 
cally by all users.” 


MILWAUKEE CONTROL PLANS FOR 
MIDWESTERN CONTROLLERS CONFERENCE 


At a recent dinner meeting the Executive Committee for the 
Midwestern Conference of Controllers Institute (sponsored by the 
Milwaukee Control in that city at the Hotel Schroeder from May 
31-June 2) discussed plans for their program under the guidance 
of general conference chairman, John G. Moss. Left to right 


around the table were: 


ALPHONSE J. MAYER, conference treas- 
urer and comptroller, Marshall & Isley 
Bank; Robert A. DuFFy, committee sec- 
retary, and comptroller, Marine National 
Exchange Bank; Victor E. HENNINGSEN, 
chairman, Registration and Housing, and 
comptroller, Northwestern Mutual Life 
Insurance Company; JAMES S. Gas 
PARDO, vice president, Milwaukee Control, 
and secretary-treasurer, Ladish Company, 
Cudahy, Wis.; LAWRENCE G. REGNER, 
past national vice president, and secretary, 
Briggs & Stratton Corp.; JOHN G. Moss, 
general conference chairman, and division 
controller, Chain Belt Co.; CLARENCE A. 
BICKEL, president of the Control, and 
treasurer, Robert W. Baird & Co.; 
CuHarces N. Burton, chairman, Inter- 


control Committee, and comptroller, Os- 
wald Jaeger Baking Co.; Wittiam D. 
KNICKEL, chairman, Hospitality Commit- 
tee, and secretary, Weyenberg Shoe Manu- 
facturing Co.; HAROLD P. TayLor, chair- 
man, Program Committee, and vice presi- 
dent and treasurer, Wisconsin Public Serv- 
ice Corp.; WinsLow S. OLIN, chairman, 
Arrangements Committee, and assistant 
secretary, Square D Company; CHESTER 
W. Foster, chairman, Ladies Hospitality 
and treasurer, Nordberg Manufacturing 
Co. 

HERBERT SCHACHTSCHNEIDER, 
man, Publicity Committee, and assistant 
controller, E. Schuster & Company, Inc., 
was unable to be present when this photo 
graph was taken. 


chair- 














How can | stop worrying about the safety of my business records— 
e e e inthis atomic age? 


Turn your records problems over to the experts of the Business 
Archives Center—a unique service giving you records protection, 
e e e low-cost storage and ready reference. 


To be surer of being in business tomorrow . . . 
write or call the Business Archives Center today! 


Business Archives Center. Ine. : 347 West 27 St. - New York City 1] - BRyant 9-4120 
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Members of the Controllers Institute are identifted in the follow- 
ing items by certificate number and year of election in parentheses. 


WAYLAND S. BOWSER (#2223-1942), 
controller of Blaw-Knox Company, Pitts- 
burgh, is author of an article entitled 
“Pay Roll Tax Integration: From the Em- 
ployer’s Viewpoint,” which was published 
in the January 1951 issue of Office Man- 
agement and Equipment. 


WiILuiaM H. Switzer, vice president of 
Bowery Savings Bank, New York, recently 
assumed the post of controller of the bank. 
Mr. Switzer, who joined Bowery in 1919, 
succeeds R. BENSON Ray, who has re- 
tired after 43 years of service. 


H. R. BALTZERSEN has been named 
comptroller and assistant secretary of the 
newly formed Michigan Limestone & 
Chemical Co., Detroit, Michigan. The 
company represents a merger of two of 
the United States Steel subsidiaries—the 
Pittsburgh and Michigan Limestone units 
—in U.S. Steel's corporate structure sim- 
plification program. 


RoBeERrtT L. SussiEcK (#1244-1938) has 
been elected vice president of Hotels Stat- 
ler Co., Inc., New York. Mr. Sussieck 
formerly held the position of treasurer. 
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YOUR BUSINESS 
with Life Irsuvarice 


Many successful businesses have been confronted with serious 
problems because of the death of one or more partners, owners 
or other executives. Well planned life insurance pro- 
tection can help you to solve this contingency. 
Write on your business letterhead for a copy of 


our brochure ‘‘Planning a Sound Business Life 
Insurance Program For Your Company.”"’ 


Marsu & McLENNAN 


INCORPORATED 


INSURANCE BROKERS © CONSULTING ACTUARIES 


Chicago New York San Francisco Minneapolis Detroit Boston Los Angeles Pittsburgh 
St. Paul Duluth Indianapolis 


Vancouver 


Rais Lip 


h , 
hema Froyan 


Portland Superior Cleveland 


Toronto Montreal Havana London 








JouN A. Hanpy, JR. (#4062-1947), 
controller of Deering, Milliken & Co., 
New York, recently addressed a Seminar 
Forum of the American Management As- 
sociation on the subject of ‘‘Preparation of 
Essential Reports for Top Management.” 


MILTON E. STOVER (#732-1936), con- 
troller of Clinton Foods, Inc., New York, 
has been elected vice president and con- 
troller. 


J. E. Kusik, formerly vice president in 
charge of accounting of the Chesapeake & 
Ohio Railway, was recently named vice 
president in charge of finance. 


THomas H. Hawks (#3500-1945), 
controller of Wollensak Optical Company, 
Rochester, N. Y., 
is now president 
of the Rochester 
Savings Bank of 
the same city. 
He_ was elected 
president of the 
Rochester Junior 
Chamber of 
Commerce in 
1948 and the 
same year re- 
ceived the Leroy 
E. Snyder Me- 
morial Award, given annually to the young 
man who best exemplifies high standards 
of community service. 


MR. HAWKS 


LEON P. HAMNER (#3914-1947), for- 
merly divisional controller, Reynolds Met- 
als Company, Richmond, Virginia, is now 
associated with Southeastern Metals Com- 
pany, North Birmingham, Alabama, as 
auditor. 


WILLIAM W. RacGsDALE, JR., has been 
named assistant comptroller of American 
Thread Co., New York. His previous con- 
nections include Lybrand, Ross Bros. & 
Montgomery and General Electric. 


Emery N. LEONARD was recently 
elected secretary of the United Fruit Com- 
pany, Boston, to succeed the late ARTHUR 
E. NICHOLSON. Mr. Leonard will con- 
tinue to serve as treasurer. 


FRANK A. ELSE has been named comp- 
troller of Beryllium Corp., Reading, Pa. 


RoGER Brapy II has been appointed 
assistant controller of Colonial Trust Co., 
New York. 


KENNETH E. LATIMER has been elected 
treasurer of Remington Corporation, Au- 
burn, New York. 


THOMAS F. HAWKINS (#3639-1946) 
has recently become associated with Loyola 
University, Chicago, as business manager 
and comptroller. Mr. Hawkins was for- 
merly treasurer of Nachman Corporation 
of the same city. 
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FRANK J. BISCHOFF (#1593-1939), 
formerly vice president and director of 
the Westchester Lighting Company, Mt. 
Vernon, N. Y., due to the merger of this 
company and the Yonkers Electric Light 
and Power Company into the Consoli- 
dated Edison Company of New York, 
Inc., is now assistant vice president of 
the parent company. JOHN P. MCLOUGH- 
LIN was elected assistant controller of 
Consolidated Edison. 


RAYMOND C. GAUGLER (#89-1932), 
executive vice president of American 
Cyanamid Co., 
New York, has 
been elected 
president to suc- 
ceed the late 
WILLIAM B. 
BELL. 

The new pres- 
ident has been 
with Cyanamid 
since 1917, when 
he joined the 
company as a 
member of the 
accounting department. He has been a di- 
rector since 1929 and has served as exec- 
utive vice president since 1947. 


MR. GAUGLER 


PF. F. Hoyt (#1938-1941), vice presi- 
dent of Carrier Corporation, has assumed 
full charge of the company’s financial 
division. Mr. Hoyt has served as presi- 
dent of the Syracuse Control of Control- 
lers Institute (1948-1949) and as a na- 
tional vice president and director of the 
Institute 


D. L. SCHRODER (#3297-1945), in 
addition to his posts as controller and 
assistant treas- 
urer with the 
Victor Adding 
Machine Com- 
pany, Chicago, 
has been pro- 
moted to secre- 
tary. Mr. Schro- 
der joined the 
company 10 
years ago. He is 
a C.P.A. and 
serving as a di- 
rector of the Chi- 
cago Control of Controllers Institute, 
1950-1951, and as chairman of the Ad- 
missions Committee. 


MR. SCHRODER 


GeorGe N. LILyGREN (#4012-1947), 
comptroller of Carrier, has become vice 
president, but is presently on leave with 
the National Production Authority. M. C. 
ASPHOLM (#5127-1950) has been ap- 
pointed comptroller to succeed Mr. Lily- 
gren. 

KRANTZ KELLER, known to many con- 
trollers through his work as a member of 
the Tax Executives’ Institute, was ap- 
pointed treasurer. 
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HAPPY 15TH BIRTHDAY! 

Three Controls of Controllers Institute, organized on 
April 30, 1936, will celebrate then 15th anniversaries this 
month with ap propriate reminiscence of “the early days’ and 
honoring of those who helped build the groups: CINCIN- 
NATI, whose membership now totals 67 members, DE- 
TROIT, with atotal of 108 and LOS ANGELES, u ith a high 
of 134 members. Best wishes for the future to all of them! 


STEPHEN J. FINNEGAN has been elected 
treasurer of Stern Brothers, New York. 
He has been with the company for 14 
years in various executive capacities and 
has been secretary and controller since 
June 1948. 


Harry Y. WRIGHT (#4318-1948), sec- 
retary, Fidelity and Deposit Company of 
Maryland, Baltimore, Md., has assumed 
the duties of secretary and treasurer. 


H. M. Switzer (#3136-1944), for- 
merly vice president and secretary, Leeson 
Steel Products Inc., Chicago, is now presi- 
dent and treasurer of H. M. Switzer Man- 
ufacturing Co., Inc., New Albany, In- 
diana. Mr. Switzer remains an officer and 
director of the Leeson Steel Products, Inc. 


JosepH A. MurPHy (#1305-1938) has 
joined the New York Dock Company as 
comptroller. Mr. Murphy was formerly 
treasurer of the Pepsi-Cola Co., Long 
Island City, N. Y. 


LAWRENCE E, DENMAN (#4888-1950), 
assistant comptroller, Hibbard, Spencer, 
Bartlett & Company, Evanston, Ill., has 
been advanced to comptroller of the com- 
pany. Mr. Denman, prior to coming to 
Evanston, was associated with Chapman 
& Smith Company, Chicago, as controller 


F. M. SHADLEY (#42-1932) is now 
vice president and treasurer of Americas 
Woods, Inc., Philadelphia. Mr. Shadley 
was formerly affiliated with the Quaker 
Rubber Corporation. 





NOW! 


Cut heavy payroll 


production costs 


. . . by having your payroll records 
prepared the modern, efficient way! 


competent your 


EGARDLESS of how 
R' office force may be. . . 

... it cannot possibly compete with our 
high-speed alphabetic and numeric tabulating 
machines that are specially designed for pay 
roll work, 

Furthermore, you cut payroll production 
costs because you pay only for the time these 
machines are working for you! 

Your complicated payroll registers and other 
payroll data are proved accurate before you re- 
ceive them—and they are delivered to you on 
time 

Why not get rid of those payroll headaches 
once and for all? Find out how much this 


efficient and confidential service can save you 
month after month! 


‘7 Send for this 
vodern PaynlSeme) FREE 
ed S 
ee | informative 
aes 
A — . brochure now! 

Other tabulation services: Let us tabulate 
your sales, orders, prices, costs, inventories, 
vouchers, special reports and other statistics— 
we have been doing for many of 
leading firms for half a century 


ust as 
America’s 
Write to 


Recording and Statistical Corporation 


CHICAGO + BOSTON - 


DETROIT 


MONTREAL + TORONTO 


100 Sixth Avenue, New York 13, N. Y. 














Capital and Labor today are writing 
a new pension plan into one out of 
every eight contracts they sign. 





Whether you are facing a pension 

problem for the first time, or will be 

confronted with one later on, or simply 

want to be sure that your present plan 

is fully adequate, you will find our new 
pension booklet seers helpful as a guide to the selection 
of competent pension advice. 


Write or telephone our nearest office today for your own free 
copy of “How to be Sure of Having the Best Pension Plan.” 


ALEXANDER & ALEXANDER 


INCORPORATED 
Insurance Arokers || Consulting Acluaries 


NEW YORK « CHICAGO « BALTIMORE 
ST. LOUIS e LOS ANGELES @ TULSA e CLARKSBURG 








Vont Tear 


our Hai iY @ = You can have that im- 
portant printed matter 


promptly ... without costly, aggravating 
delays . . vif you own a Davidson Dual. Save 
money, too. It will print your stationery, office 
forms, envelopes, advertising literature, order 
blanks, etc. . . . top quality work . . . in black 
and white or multi-color. Does both offset and letter- 
press printing using paper or metal offset plates, type, 
Linotype slugs, electros and rubber plates. 





And . .. it will handle all your office duplicating . . . 
wears rt clear, distinct copies from first to last...using low 
. * : 

a, ae i cost paper masters. 
ividson Duals 
"can give you Get the facts about this time and 
this fast, low cost ‘ . 2 
service, too. money saving office machine. Write 


today. 


Davidson Due! 


DAVIDSON CORPORATION a sussipiary oF 
MERGENTHALER @§ifeha473 COMPANY 
1040-60 WEST ADAMS ST., CHICAGO 7, ILLINOIS 





Pacific Coast Controllers 
Will Convene in Portland 


The City of Roses will be host to mem- 
bers of four West Coast Controls of the 
Controllers Institute, when the Portland 
Control sponsors the Conference to be 
held at the Hotel Benson on May 11-12. 

Guests, expected from the Los Angeles, 
San Francisco and Seattle Controls, will 
hear prominent men from this area as well 
as two East Coast men, in a series of tech- 
nical sessions and luncheons being planned 
by the Executive Committee of the Con- 
ference. 

Advance notices announce that the Sat- 
urday morning session will be given over 
to talks by 

T. COLEMAN ANDREWs of Richmond, 
Virginia, president of the American In- 
stitute of Accountants, and 

Harry R. LANGE, vice president of the 
Cutter Laboratories, Inc., Berkeley, who 
is chairman of the National Committee 
for Management Planning and Control of 
Controllers Institute. 

VINCENT C. Ross, president of Con- 
trollers Institute, and vice president and 
treasurer, Prentice-Hall, Inc., New York, 
will be the Saturday luncheon speaker, 
choosing as his subject, “The Role of the 
Controller and the Institute in the Mo- 
bilization Economy.” 

The panel discussion on Saturday after- 
noon will be themed to “The Impact of 
the Defense Program on Our Business 
Economy” with Dean J. Hugh Jackson of 
the Graduate School of Business Adminis- 
tration, Stanford University, acting as 
moderator. 

RAYMOND R. Brown, president, Stand- 
ard Insurance Company, Portland, will 
participate with two other speakers (as 
yet unannounced ). 

The closing banquet will be held at 
7:30 on Saturday evening following a re- 
ception for those at the head table and 
their wives. 

The Conference has been planned un- 
der the general chairmanship of R. H. 
Spear, assisted by vice chairman, Joseph 
C. Landrud. Chairman of the Committees 
include: 

Program—Michael A. Gudman; Reg- 
istration—Richard H. Pursifull; Arrange- 
ments—Ernest E. Ullrey; Publicity—Ar- 
thur S. Trelawny; Finance—Dudley L. 
Darneal; Reception—Frank A. Rostedt; 
Speakers Hos pitality—Raymond E. Bren- 
nan: Inter-Control Attendance—G. How- 
ard Wells; and Honsing—Vernon L. 
Thomas. 


Albany, N. Y. Control Chartered 


Members of the newly organized Al- 
bany Control of Controllers Institute met 
for their initial dinner meeting on March 
5 at the University Club in Albany. 

Albany is the 46th Control to partici- 
pate in the activities of the Institute, which 
reached its 20th Anniversary this year. 
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“Decent Burial” Asked for RFC IDEAS FOR BETTER INVENTORY CONTROL! 


Congress should heed the advice of 
Jesse H. Jones, former chairman of the 
Reconstruction Finance Corp., and give | 
that agency “a decent burial, lock, stock 2 ege e 
and barrel” in the opinion of the Guar- erwor im i ication 
anty Trust Co. 
This is the moral drawn by the recent 
issue of the Guaranty Survey, the bank's 
monthly review of business conditions. 
Whatever may be the immediate out- 
come of the recent disclosures, says the 
survey, the crisis cannot fail to strengthen 
the conviction of those who believe that 
the lending of money to private business 
enterprise is not a proper function of 
government. 
It is especially undesirable at a time 
when private financial institutions are in 
an excellent position to meet all econom- 
ically justifiable credit demands and when 
restraint rather than encouragement of 
credit expansion, except for essential pur- 
poses, is recognized as a basic requirement 
of the economy. 
The review goes on to say that one 
striking feature of the report is the preci- 
sion with which it tends to confirm the | — , ™ 
fears of those who have consistently op- | Stock withd are recorded with positive accuracy. _————- 
posed government lending on the ground Sidicadittai inte 
that it would drift from the economic into | Stock clerks, issuing parts to production, handwrite a tab- gow writing peciien 
the political sphere. ulating card . . . and identical delivery tickets—as one — 
The study reminds that the lending of form.* That’s only one idea—Standard’s Representatives 
money is a business operation which is today offer you specialized information and techniques . . . 
best performed by those with practical a basic plan . . . to break down your control problem— 
experience and business judgment. The and simplify the key record systems: 
private lender is risking his own money Be 
or funds intrusted to him by others and A. Develop the best procedure. A Receiving, Stores Issue, posi 
Production, Move Order . . . any such record system hiiaviing Sedlnteedse 


he is directly accountable to those others a 
for the results of his actions. . Should operate to furnish complete, accurate form» for 1 continu. 
ous typing operation 


In a governmental organization there source data quickly, easily. 
is no such direct relation between owner- Simplify the writing method. Modern communications ; 
| 








chi 26 sibility 2 7 > q ! ° e a. ah 
ship and responsibility and hence no such | and automatic record production can largely elimi- 
incentive to choose rightly between eco- : , p hth 

; : nate clerical time as a factor in a certain inventory 
nomic and uneconomic loans, the survey 7 
adds. There is, moreover, the pressure 


problem—says a PS. writer.* _ P 4 i@e 
on political appointees to act according €. Design the most efficient form. South Carolina Mills’ SN 


to political aims and interests. three-part Case Tag simplifies warehousing and lo- : ; 
If there is anything surprising in the cation of merchandise in stock.* BURSTER- IMPRINTERS 
ran RUC ae te hat suc : d p Sign, date, number, 
history of the RFC, it is not at such *These and other actual system stories are detailed in PS. waar naleet aan 
— has appeared but that it has not esata sneeaeldll salt alice deeded cemmatones cena. Cae 
ecome more dominant than it has. SR ee aa eo 
sentative makes available. Write for free copies. The Standard 


The Good Provider Register Company, 4404 Campbell St., Dayton 1, Ohio. 


About one out of every five dollars of 
personal income now comes from Uncle 
Sam, according to the National Industrial 3 - 9 
Conference Board. Back in 1929, the R . 
Board notes, fewer than one out of ten ‘ad Srandard eqisret ‘ 
such dollars came from government. The ° sah eerghnally punched > 
war year 1945 saw a peak government igus 
contribution of one out of every four 
dollars of wages, salaries and the other 
payments that make up personal income 
of the American people. 

Wage and salaries make up the bulk of WwW 
personal income originating in govern- \ THRULATING, atves 
ment. So-called transfer payments (wel- \ offices * 
fare payments) make up 7% of the 1950 
total, however. This compares with only 
a little more than 1% in 1929. 
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CREDIT INSURANCE COMPLETES 


YOUR PROGRAM 


A gt as unforeseen events may destroy 
your goods while in transit, so can 
strikes, floods, lawsuits, tornadoes, ma- 
terial shortages, Government restrictions, 
etc., cause even your best customers to 
default in payment of their accounts. 


That’s why manufacturers and whole- 
salers are completing their insurance pro- 
grams with American Credit Insurance. 
American Credit pays you when 
. enables you to get 


your 
customers can't. . 
cash for past due accounts . . . improves 
your credit standing with banks and 
suppliers (important benefits if you are 
operating at high volume with limited 
capital). An American Credit policy can 


be tailored to fit your particular needs 


Aaa Rricad CREDYY 





OF PROTECTION! 


. insuring all, a specific group, or just 
one account. 


“‘Why SAFE Credits 
Need Protection” 

Send for our book, containing valuable 
information on planning sound credit 
policy, more facts about American Credit 
Insurance. For your copy, just phone our 
office in your city, or write 
AMERICAN Crepit INDEMNITY 
Company oF New York, 

Dept. 55, First National Bank 
Building, Baltimore 2, Md. 
<_ 


PRESIDENT 
AMERICAN 


Crepit INDEMNITY 


COMPANY 
@, oF New York € 
\isv 1893) 





GUARANTEES PAYMENT OF ACCOUNTS RECEIVABLE 





OFFICES IN PRINCIPAL CITIES OF 
THE UNITED STATES AND CANADA 


Pointers on Scheduling 
Defense Order Production 


Answers to production and inventory 
control questions is the aim of a new 
free guide, ‘Production Control in Manu- 
facturing Industries.” Requests for the 
booklet-—TM-596—should be addressed 
to Management Controls Division, Rem- 
ington Rand Inc., 315 Fourth Avenue, 
New York 10, N. Y. 

Efficient and accurate record-keeping 
management to assure continuous an 
interrupted production flow is high 
lighted in the booklet. Punched card meth- 
ods are shown for every phase of pro- 
duction control including engineering rec- 
ords and procedures, production and 
forecastings, materials controls scheduling 
and progress reports. 

Not only the general phases of pro 
duction control are explained but also the 
major flow functions. The “how’’ of 
scheduling defense orders for regular as 
well as new productions without delay or 
disorganization, processing production or 
ders according to schedule, accurate de 
livery dates based upon correct informa 
tion on raw materials and machine 
facilities, are all covered. 


Government Control 
of Standards Opposed 


An article opposing government con- 
trol of standards activities, published in 
the January issue of the Atlantic Monthly, 
warned that the federal government might 
well use the war emergency as an oppor- 
tunity to take over all powers in standard- 
ization on a permanent basis. Senator 
Ralph E. Flanders of Vermont, the author 
of the article, cites the American Stand- 
ards Association as industry's primary 
challenge to this possibility. 

“If you control an industry's stand- 
ards,” says the senator, “you control that 
industry lock, stock and ledger. . . . On 
the day that standards become a govern- 
ment function and responsibility, as is now 
being threatened, the government will 
take a very long step toward the control 
of American industry. That is a step which 
will reach into every manufacturing and 
operating company, big and little, and con- 
sequently will affect every consumer in the 
country.” 

Reprints of the ‘How Big Is an Inch?” 
article by Senator Flanders are available 
from the American Standards Association, 
70 East Forty-fifth Street, New York 17, 
N. Y., according to G. F. Hussey, Jr., 
managing director of the ASA. 





COST AND BUDGET SYSTEMS 
ORGANIZATION AND PROCEDURAL 
STUDIES 
CO-OPERATIVELY DEVELOPED 
ARTHUR LAZARUS COMPANY 
Management Consultants 
70 Pine Street - New York 5 
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A Half Century’s Growth Record 
Discussing the interrelationship of pub- 
lic accountants and controllers before a 
recent meeting of the St. Louis Control 
of Controllers Institute, John L. Carey, 
executive director of the American Insti- 
tute of Accountants, brought out an in- 
teresting mid-century comparison: 

“In 1900 there was only one national 
organization of accountants, the American 
Association of Public Accountants. It had 
a membership of only a few hundred . . 
fifty years later the American Institute of 
Accountants has more than 16,000 mem- 
bers. All the states and territories have had 
C.P.A. laws for many years. There are 
about 40,000 certified public accountants 
in the country. The National Association 
of Cost Accountants, organized in 1921, 
now has 27,500 members, Controllers In- 
stitute of America organized in 1931 has 
3,528 members, the American Accounting 
Association has 4,063 members, the Insti- 
tute of Internal Auditors organized in 
1941 has 2,085 members.” 

Continuing his observations, Mr. Carey 
emphasized that corporate controllers and 
pr ageed sey accountants are both parts 
of “modern industrial accounting” and 
skills are largely interchangeable . . . 
“the controller has the prime responsi- 
bility for both administrative accounting 
and financial reporting. The certified pub- 
lic accountant May serve as an advisor in 
the one case, and as an independent re- 
viewer, in a sense representing the public 
interest, in the case of financial reporting. 

“The controller has a deeper knowl- 
edge of the accounting procedures and 
problems of his own company, while the 
independent C.P.A. has a broader knowl- 
edge derived from his acquaintance with 
the problems of many companies. 

“Both are basically interested in the 
same things and have the same ultimate 
objective, to make accounting a useful in- 
strument in maintaining the system of free 
enterprise, which promises both higher 
living standards and greater personal free- 
dom than any other. To this end maximum 
cooperation between controllers and certi- 
fied public accountants is obviously highly 
desirable.” 


Corporate Earnings Decline 
Is Forecast for 1951 


Corporate earnings for 1951 may well 
exceed that for any year in history except 
1950 and 1948, despite imposition of ex- 
cess profits taxes, Charles A. Schmutz, 
president of Standard & Poor's Corp., pre- 
dicted recently. 

The expected decline in earnings is 
likely to be moderate, Mr. Schmutz said, 
adding that sales of corporations in 1951 
will be up substantially, while total volume 
of production will be at least 8 per cent 
higher than last year. 
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INDUSTRY NEEDS 
“Cost-Plus"” Insurance 


Couerages 


e and a number of such plans are available to 
materially reduce the cost of your Workman’s 
Compensation and other forms of Insurance. 


ea Jamison Survey and Audit will determine 
the plan best suited to Your need and usually 
results in improved coverages as well as re- 
duced costs. 


HERBERT L. JAMISON & CO. 


Insurance Survey, Audit and Advisory Service 
111 FULTON STREET, NEW YORK 38 


THE CHART YOU CAN CHANGE 
Without Costly Re-Drafting! 


Die-Cut Plastic letters are used for Com- 
pany name headings. Each letter has 














flanges which fit securely into the grooves 
of the felt background, which is available 
in Maroon, Dark Green, Black or White 


ransparent Plastic windows (available 
in many sizes) hold typewritten or hand- 
lettered cards. Movable Plastic strips form 
the rules. Any card may be changed or en 
tire sections re-arranged quickly and easily 


The 
EVERLASTING 
Interchangeable 
ORGANIZATION 
CHART 


PARTIAL LIST OF ® Sizes to Fit Any Organization Structure 
PROMINENT USERS ® Sharp Prints Are Made Directly from the Chart 

® A Typewriter and Ordinary Paper Are All You Need 
United States Army ® Relieves Busy Draftsmen of This Costly Work 
United States Navy ® Invaluable as a Visual Training Aid 
International Harvester Co. 
General Motors Corporation Send for 4-page folder illustrating typical organization 
New York Life Insurance Co. structures and list of other prominent users. Write Dept 
Detroit Edison Co. 2-C today! Or phone MIchigan 2-6334 


MANAGEMENT CONTROL CHARTS CO. G3o.0,0eh St 








More Guns AND More Butter? 


“Yes, if...” say Economists 


Spares DEFENSE and higher living 
standards are both within our reach, 
but only if we succeed in carrying through 
a realistic program of economic mobiliza- 
tion, say four of America’s top-ranking 
economists acting as a Committee of the 
Twentieth Century Fund. The economists 
call upon all Americans to accept per- 
sonal sacrifices and reduced consumption 
in the initial stages of rearmament, and 
say that if we succeed in the first phase of 
economic mobilization we have the chance 
to progress toward the twin goals of ade- 
quate defense and rising living standards. 

The chief immediate needs, the econo- 
mists hold, are: 


1. Pay-as-you-go taxation (with a fed- 
eral retail sales tax at least a possibility), 

2. Limitation of bank credit (accepting 
some rise in the interest rate on govern- 
ment debt if necessary), 

3. A truce on customary contests of bar- 
gaining power and pressure among the 


“iferest gy Mu Ps. 


The Committee looks upon the present 
general freeze of wages and prices as a 
stopgap measure to halt the spiral which 
was distorting the balance between in- 
dustrial prices, agricultural prices and 
wages. The Committee says price control 
must be backed by allocations in many di- 


rections and some rationing, and must 
have far better support from fiscal, credit 
and debt management policy if it is to 
have a chance of survival. 

Members of the Committee are John 
Maurice Clark (Chairman), Professor of 
Economics at Columbia University and 
former President of the American Eco- 
nomic Association; Theodore W. Schultz, 
Chairman, Department of Economics, Uni- 
versity of Chicago; Arthur Smithies, 
Chairman, Department of Economics, 
Harvard University ; and Donald H. Wal- 
lace, Director of Graduate Program, 
Woodrow Wilson School of Public and 
International Affairs, Princeton University. 

These four economists make up the 
Economic Stabilization Committee of the 
Twentieth Century Fund. Their recom- 
mendations were prepared to accompany 
a report on “Mobilization and Economic 
Stability” by Albert G. Hart, Professor of 
Economics at Columbia University. It is to 
be issued within the next few weeks. Com- 
plete text of the Committee’s recom- 
mendations was made public by Evans 
Clark, Executive Director of the Twenti- 
eth Century Fund. 

The Committee recognizes the recently 
imposed direct controls of prices and 
wages as an accomplished fact and says, 
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Design and Construction 
Industrial Engineering 


Ford, Bacon & Davis 


Engineers 
39 BROADWAY, NEW YORK 6, N. Y. 
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“We see no point in debating the neces- 
sity of that decision, although we believe 
that had an adequate fiscal and monetary 
policy been — we might have been 
able to work out a control system on a 
selective basis.” 

As for taxation policy, the Fund's Com- 
mittee of economists believes, “It is both 
possible and necessary to depend on taxa- 
tion to finance the defense expenditures 
and to remove the bulk of the inflation- 
ary pressure. Direct controls are not a 
substitute for adequate taxation.” 

Regarding the President's announced 
goal of $16 billion in new taxes as a 
“minimum objective,” the Committee 
says, “We believe that this objective can 
be reached by expanding existing methods 
of taxation. If in the future more revenue 
is required, the federal government will 
have to resort to new broad-based taxa- 
tion such as a retail sales tax. At the pres- 
ent time heavy increases in the corporate 
income tax, individual income tax and 
excise taxes are required. 

“In a $16 billion program, the per- 
sonal income tax must bear most of the 
burden, and the burden must fall largely 
on the middle and lower income groups 
in which the bulk of the income after 
present taxes is concentrated. The needs 
of the present situation cannot be met 
simply by raising the taxes of the rich. 
They should stand their share, of course, 
but their total income above present taxes 
is not large enough to provide the great 
increases needed in tax revenue.” The 
Committee estimates that additional in- 
come taxes should yield $9 or $10 billion 
above present levels. 

As for corporate taxes, the Committee 
says that, “With the levels of national 
income and corporate taxes in prospect 
we believe that corporations can rea- 
sonably be expected to pay $4 billion of 
additional taxation, and that an increased 
levy of this size will not interfere with 
profit incentives, reasonable dividend pay- 
ments, or the supply of funds needed for 
new investment. 

Going on to complete its tax recom- 
mendations, the Committee says, ‘The 
rest of the tax program must consist of 
increased excise taxes. From the stand- 
point of absorbing purchasing power, 
there is a case for heavy excises on all 
goods in short supply. Where the in- 
evitable special shortages exist, a heavy 
excise tax can help close the gap, and 
such taxes would have the useful effect of 
eliminating black market profits.” 

As for collecting taxes, the Committee 
says, “On the enforcement side the most 
urgent problem is to increase tax collec- 
tions from agricultural and professional 
incomes and income from property gen- 
erally. At the present time the income tax 
discriminates heavily against those tax- 
payers who are subject to withholding. 
The tax rates we recommend are not likely 
to be acceptable if these methods of eva- 
sion are allowed to remain.” 
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Boom in Building 


According to the National Industrial 
Conference Board, 1950 was the biggest 
construction year on record. The down- 
turn in September and October, however, 
plus prospects for full mobilization, ac- 
cording to the Board, pointed to some 
contraction during the last quarter. 

There is some question over how much 
of an immediate impact the recent tighten- 
ing up on credit has had on home building 
because of the rush to get in under the 
wire, it was stated. Uncertainties resulting 
from the tense international situation may 
have contributed heavily to the downturn, 
but unavailability of some materials and 
tight labor supply in some areas may also 
have been important, it was pointed out. 


“Decided Shift’ to Longer 


Long-term Labor Contracts 


Paced by Walter Reuther’s United Au- 
tomobile Workers, unions since Korea 
are signing contracts of longer duration, 
according to a survey of 229 union con- 
tracts by the National Industrial Confer- 
ence Board. A “decided shift’’ to con- 
tracts running for longer than one year 
became evident even before the present 
emergency. But since Korea, negotiators 
are signing more three- and five-year con 
tracts than before. Escalator clauses play 
a major part in this shift. 

Out of the sample of 229 contracts 
signed since June 25, date of the outbreak 
of war in Korea, 10% run for three years 
and 6.6% run for five years. In the year 
prior to the outbreak, a sample of 306 
contracts revealed only 2% that ran for 
three years and only 1% that ran for five 
years. Going back even further, only on¢ 
contract out of a sample of 313 signed 
during 1947-1948 ran for three years 
None in this sample were for five years 


Excise Tax “Take” Rising 


Excise taxes totaled $7.6 billion in the 
fiscal year 1950 and are expected to pro- 
duce more than $8 billion in the fiscal 
year 1951, according to the National In- 
dustrial Conference Board. However, the 
Board points out, they constitute a smaller 
share of the over-all tax burden than they 
did in the prewar year of 1939. By peace- 
time standards, excise taxes reached the 
“nuisance” stage some time ago, it said, 
but they haven't grown in proportion to 
income taxes, corporate or personal. 





Standard Appraisal Co. 
6 Church St. New York 
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Diteeyttay 
Instrument! 


The world’s Smallest! Handiest! 
simplest! at the cost! 














One to twenty 


An Edison first, perfected after more than six 


(om years of proof on the firing line! Winning the 
Be. of 
most sensational acclaim in the history of in- 
TELEVOICE Stations 
strument dictation! Easy to use as a telephone! 


Complete, remote control by push-buttons! 


— 


connect to “Delivers” dictation to EDISON TELE VOICE- 
the EDISON ; ; 
TELEVOICEWRITER WRITER at secretary's desk. Cuts cost of instru- 


ment dictation as much as 6624%! 





TI —TIH—- tI 


GET THE WHOLE STORY—NOW! Send for EDISON 61 Lakeside Ave., W. Orange, N. J 
this new descriptive booklet. Or, to Okay—send me a LINE ON TELEVOICE 

arrange for a demonstration, call ‘‘EDI- 

PHONE” in your city. In Can- é NAME 

ada: Thomas A. Edison of Can- 


ada, Ltd., Toronto 1, Ontario. 
COMPANY 


ADDRESS 
Q Edivon. 


INCORPORATED CITY ZONE UR kinins 





*~OPPORTUNITIES*+ 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month 


Address box number replies to 


THE CONTROLLER 
One East Forty-second Street 
New York 17, N. Y 


Replies will be forwarded 





SITUATIONS WANTED 





CONTROLLER-VICE PRESIDENT, 
FINANCE 


Executive, skilled administrator. Employed by 
large utility (with treasurer, corporate secretary 
and budget director reporting). Previous heavy 
industrial and retail experience. Keen aralyst, 
able to grasp and solve new and complex prob- 
lems quickly and get things done at minimum 
cost. Thorough knowledge all accounting, au- 
diting, finance, control, budgetary functions 
National experience in organization planning, 
personnel procurement and training; modern 
systems and procedures (tabulating); effective 
budgetary control; prompt, accurate, intelligible 
management reports; investigations, 
annual reports, government contacts; financing 
and control of large scale construction pro- 
credits, taxes, insurance. Educated busi- 
ness administration, basic engineering, econom- 
Can relocate, U.S. or 
abroad; knowledge of languages. Achievements 
Box 1047 


surveys, 


grams; 


ics, accounting, law. 


to determine compensation level. 
ACCOUNTING EXECUTIVE 
Age 40, presently employed as controller in 
medium-sized manufacturing organization, de- 
sires new connection in the capacity of con 
treasurer, or assistant. College degree 
and administration 
experience in 


troller, 
accounting business 
years accounting, finance, 


1 Box 1058 


es, credit, systems and procedure 


ASSISTANT TO EXECUTIVES 

background, crackerjack 
administrator. Three years with 
firm. AB, MBA, Columbia, 


Veteran, age 28, will re- 


Excellent financial 
mind, good 
topnotch C.P.A 
Phi Beta Kappa 


»cate. Box 1059 
CONTROLLER or ASSISTANT 
presently employed as secretary-controller metal 


Midwest 


years experience in public and private account- 


manufacturing company in Eleven 
ing covering all phases of costs, auditing, taxes, 
budgets, 
ing and personnel 
manutacturing Operations and management. Age 
university education. Will relocate 


production control, purchas- 
Good broad knowledge of 


systems 


32, married 
Complete details by mail or personal interview 


at your convenience. Box 1060 





NOTE: THe ConTROLLER 
cept, reject ensor class 
sponsibility f the people ¢ 


umn nor does it guarantee any item bought or sold 


U.S. STEEL LEASES COMMUNICATION SYSTEM FROM WESTERN UNION 


R. M. BRAUND, comptroller of American Steel & Wire Com- 
pany, tries his hand at operating one of the push-buttons in 
the company’s new high speed communication. center. 


Molten iron from Cleveland's pioneer 
blast furnace recently ‘threw the switch” 
turning on an ultra-modern push-button 
private telegraph switching center which 
will speed the flow of messages daily be- 
tween 149 U. S. Steel plants and offices in 
86 cities. The new center replaces a man- 
ually controlled center which had been in 
use for many years. 

Orders for steel and other messages es- 
sential to production of steel for defense 
and civilian needs will be flashed from 
the new center, located in American Steel 
& Wire headquarters in the Rockefeller 
building, to other stations on a 33,000- 


mile network. This communication system, 
leased from the Western Union Telegraph 
Company, handles 10,000,000 words a 
month. 

Among those present when messages 
started to flow through the new center 
were Harvey B. JorDAN, president, W. F. 
MUNFORD, vice president—operations, 
and R. M. BRAUND, comptroller, of Amer- 
ican Steel & Wire Company; RoGer W. 
BARIDON, of Pittsburgh, supervisor of 
communications for United States Steel ; 
and T. E. MANNING. of New York, di- 
rector of Western Union's private wire 
services. 





REPRINTS 


by Stuart Armour 


LEGAL LIMITATIONS ON DIVIDENDS 


combined with 


by John J. Wilson, Jr. and Scott Harrod 


SERVICE CHARGE: Single copy (to 
Single copy 
2-25 copies 
26-50 copies 





of the following articles 
from THE CONTROLLER are 


DO’S AND DON’TS FOR SUCCESSFUL BUDGETING IN YOUR FIRM . 
THE EFFECT OF AMERICAN POLICY ON CANADIAN BUSINESS 


by Harvey M. Spear 


TACKLING THE PROBLEM OF RECORDS RETENTION 


WHAT TO DO WITH OLD RECORDS—by Pau! Haase 
INDUSTRIAL FINANCING THROUGH OWN-LEASE 


subscriber 
to nonsubscriber 


Please address requests to REPRINTS, THE CONTROLLER, One East 42nd Street, New York 17, N. Y. 


AVAILABLE 


DEC. 


1950 


JULY 1950 
MAY 1950 
MARCH 1950 


DEC. 1950 


1949 


25¢ each 
15¢ each 








THE CONTROLLER * APRIL, 1951 





6,852 LETTERS 


8,596 CUSTOMER mPRDER RECORDS 


‘ug 
14,324 PLANT EQUIPMENT RECORDS 


ALL SET FOR SAFEKEEPING 


( HOW ABOUT THE ESSENTIAL RECORDS OF YOUR BUSINESS? ) 


Here are five kinds of business records—the contents 
of 15 file drawers—reduced, by Burroughs Microfilm- 
ing, to five rolls of film you could hold in one hand. 
Yet the records are complete, each document filed 
exactly as you want it. And any part of the story is 
available for reference at a moment’s notice. 


Think what a system such as this can mean to you in 
terms of safety, convenience, and savings of time, 


WHEREVER THERE’S BUSINESS THERE'S 


tn in Mr 


FREE 


a valuable booklet 
of information— 
“Safe-guarding Vital 
Records.’ Write 
today for your copy. 


rere IMPORTANT WAMES IH MIC ROFL, yy 


r ) by Bell & Howell, y 
| Belle Howell | Burroughs Burroughs, is the finest obtainable. 
] manueacrunee esTIMeUTOS It reflects Bell & Howell's acknowl- 


money and space! Thousands of documents can be 
recorded on one roll of microfilm in as little as half an 
hour. And the cost of this security is low. 


You can find out all about it by picking up your tele- 
phone and calling your Burroughs representative. He 
knows business needs and can give you the facts about 
the finest microfilming equipment available. Burroughs 
Adding Machine Company, Detroit 32, Michigan. 


— 


er L 


Modern microfilm equipment built 
fowell, and sold by 


edged leadership in the field of 
Precision instruments for fine 
photography. 





... with time-and-effort saving features 
never before combined in one machine 


THE NATIONAL CASH REGISTER COMPANY Swtional : 


DAYTON 9, OHIO accountine macmuss 





